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ABSTRACT 

In  compliance  with  government  regulations,  this 
compilation  of  materials  and  bibliographic  references  has  been 
prepared  by  the  Library  of  Congress  to  assist  debaters  in  researching 
the  1993~9A  national  debate  topic  for  high  schools  which  deals  with 
access  by  all  U.S.  citizens  to  health  care.  The  compilation  which  was 
assembled  after  a  review  of  a  wide  spectrum  of  opinions  as  reflected 
in  current  literature,   is  divided  into  four  main  sections.  The  first 
presents  general  materials  such  as  strategy  and  position  paper, 
presidential  remarks,  and  health  care  fact  sheets  and  summaries.  The 
next  three  sections  deal  with  each  of  three  possible  debate 
propositions  or  resolutions,  namely:  that  the  Federal  Government 
should  guarantee  comprehensive  national  health  insurance  to  all  U.S. 
citizens;  that  the  Federal  Government  should  control  health  care 
costs  for  all  U.S.  citizens;  and  that  the  Federal  Government  should 
guarantee  catastrophic  health  insurance  to  all  U.S.  citizens.  The 
compilation  concludes  with  an  extensive  annotated  bibliography 
presented  in  four  sections  corresponding  to  the  four  sections  of  the 
document  paper.  A  guide  to  other  information  sources  on  the  debate 
topic,  as  well  as  a  list  of  other  available  government  publications 
on  the  topic,  are  also  provided.  (NKA) 
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FOREWORD 


The  1993-1994  hi^  school  debate  topic  is  "How  can  the  Federal  Government  tncreaae 
access  to  health  care  to  United  States  citizens?"  The  three  official  debate  propositions  within 
this  topic  are: 

RESOLVED:  That  the  Federal  Government  should  guarantee 
comprehensive  national  health  insurance  to  all 
Unitad  StatM  citisens. 

RESOLVED:  That  the  Federal  Government  should  control 
health  care  costs  for  all  United  States  citisens. 

RESOLVED:  That  the  Federal  Government  should  guarantee 
catastrophic  health  insurance  to  all  United  States 
citizens. 


In  compliance  with  44  U.S.  Code,  section  1333,  the  Congressional  Research  Service 
of  the  Library  of  Congress  prepared  this  compilation  of  materials  and  bibliographic  references 
to  assist  college  debaters  in  researching  tho  topic.  In  selecting  items  for  this  manual,  the 
Congressional  Research  Service  (CRS)  has  sampled  the  wide  spectrum  of  opinions  reflected  in 
current  literature  on  these  questions.  No  preference  for  any  policy  is  indicated  by  the  selection 
or  positioning  of  articles  cited,  nor  is  CRS  disapproval  of  any  policy  or  article  to  be  inferred 
from  its  omission. 

A  research  guide  is  included  at  the  end  of  this  volume;  it  is  intended  to  help  debaters 
identify  further  references  and  organizational  resources  on  their  own.  Also  included  is  a  list 
of  relevant  publications  that  are  available  for  purchase  from  the  Superintendent  of  Documents, 
Government  Printing  Office.  Some  of  the  U.S.  Government  documents  listed  in  the  manual 
may  be  found  in  U.S.  Government  depository  libraries,  which  can  be  identified  by  local  public 
libraries.  The  Library  of  Congress  cannot  distribute  copies  of  these  other  materials  to 
debaters. 

The  documents  presented  in  this  compilation  were  selected  by  M.  Alexandra  Salinas, 
Senior  Bibliographer,  Education  and  Public  Welfare,  of  the  Library  Services  Division,  with 
assistance  from  the  Health  Section  of  the  Education  and  Public  Welfare  Division  of  CRS.  Ms. 
Salinaa  also  prepared  the  bibliography  and  guide  to  information  sources.  Production  was  made 
possible  by  C.  Lee  Burwasaer,  Library  Services  Division.  Thanks  are  extended  to  Kristin  M. 
Vsgs,  Head,  Subject  Specialization  Section,  Library  Services  Division,  and  William  G.  Kaye  of 
the  CRS  Review  Office,  for  their  review. 

Good  luck  to  each  debater  in  researching,  preparing,  and  presenting  arguments  on  this 


year*s  topic. 
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FMUIZDIItT  CLXVTOK  rOBXS  MXXLT8  CW  TAtUPOftCI 


V&0HXIIOTO1I,  D.c*  —  In  sfCort  to  d«vttlop  a  plan  for  high  quality, 
affordabla  health  cara  for  all  A»aricana,  tha  Pr«»idant  today 
announcad  tha  formation  of  a  taakforca  to  davalop  lagialation  for 
coaprahansiva  haalth  cara  rafora. 

«It<s  ti»a  to  Mka  Ajtarica**  haalth  cara  ayataa  maka  sanae.    It 'a 
tiaa  to  bring  coata  undar  control  —  ao  that  avery  family  can  ba 
aacura  in  tha  thought  that  a  aadical  eaargency  or  a  long  illnaaa 
will  not  aaan  bankruptcy,"  tha  Praaidant  aaid.    "And  it 'a  ti»a  to 
bring  quality  covaraga  to  avary  Aaarican  —  to  cut  badk  on  tha 
paperwork  and  tha  axcuaas  and  aaka  haalth  cara  a  right,  not  a 
privilege." 

The  President's  taakforce,  which  ia  escpected  to  report  a  plan  by 
the  end  of  Kay,  will  be  chaired  by  First  Lady  Hillary  Rodham 
Clinton.    The  health  care  taakforce  will  include  Secretary  of  the 
Traaaury  Lloyd  Bentaen,  Secretary  of  Defense  Las  Aapin,  Secretary 
of  Cowaerce  Ron.  Brown,  Secretary  of  Labor  Robert  Reich,  Secretary 
of  Health  and  Human  Servicea  Donna  Shalala,  Secretary  of  Veterana 
Affairs  Jease  Brown,  Office  of  Management  and  Budget  Director 
Leon  Panetta,  Aaaiatant  to  the  President  for  Domeatic  Policy 
Carol  Raaco,  Assistant  to  the  Praaidant  for  Sconomic  Policy 
Robert  Rubin,  Council  of  Economic  Adviaora  Chair  Laura  Tyson  and 
Senior  Adviaor  to  the  Prea'ident  for  Policy  Development  Ira 
Magatiner. 

Magariner  will  lead  an  interdepartmental  working  group  which  will 
coordinate  policy  development  Cor  the  taakforce.    Health  care 
tranaition  director  Judith  Feder  will  aaaiat  Magaziner  and  other 
aenior  transition  officiala  will  be  mambera  of  the  working  group. 

The  taakforce  will  work  cooperatively  with  members  of  Congreaa  aa 
well  aa  with  atate,  city  and  county  officiala  in  developing  its 
proposaXa.    It  will  conduct  an  outreach  program  to  aeek  verbal 
input  and  formal  written  aubmiaaiona  from  inter eated  citizena  and 
groupa  acroaa  the  country. 

The  proceaa  will  aeek  advice  from  people  like  the  many  the 
Preaident  met  during  the  campaign,  for  whom  riaing  health  care 
coata  and  lack  of  adequate  haalth  care  coverage  are  cauaing 
aevere  hardahip. 


—  more  — 


Thm  PrasKent  said  thm  lAgislation  wil^  hm  b«««d  on  thm  follovina 
principles: 

o       To  slov  thm  growth  of  national  health  care  spending. 

o      To  provide  universal  access  to  high  quality  care  for 
all  Americans. 

o      To  ensure  consumer  choice. 

o       To  Maintain  e  private,  coapetitive  heelth  care  systea. 

o       To  cut  the  health  care  bureaucracy. 

While  her  husband  ves  Governor  ot  Arkansas,  Mrs.  Clinton  chaired 
the  Arkansee  education  standards  Comittee,  which  in  I9t4  creeted 
public  school  eccreditation  standards  that  have  since  become  e 
model  for  national  reform.    In  1984-1985,  Mrs.  Clinton  served  es 
her  husband's  designee  on  the  Southern  Regional  Teskforce  on 
infent  Mortality.    She  served  es  the  cheir  of  the  Arkanses  Rurel 
Health  Committee  in  1979*1980,  end  has  served  on  the  board  of  the 
Arlcanses  Children 'e  Hospital,  where  she  helped  establish  the 
state's  first  neo*natml  unit,    in  eddition,  Mrs.  Clinton 
Introduced  e  pioneering  program  that  trained  parents  to  worX  with 
their  children  in  pre^school  preparedness  and  litereoy  through 
Arkansas*  Home  instruction  Program  (HIPPY). 


Reprinted  from  the  Press  Conference  by  President  Bill  Clinton  announcing  the 
formation  of  the  President's  Task  Force  of  Health  Care  Reform.  Jan  25, 1993. 
2  p. 


The  Taskforce  expects  to  release  its  report  with  proposal*  in  May  1993. 
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QUAUIY,  AFFOKDABLE  HEALTH  CARE 

The  American  health  care  system  costs  too  much  and  does 
not  work.  Instead  of  putting  people  first,  the  government  in  Washington 
has  favored  the  insurance  companies/drug  manufwrturers,  and  health 
care  bureaucracies.  We  cannot  build  the  economy  of  tomorrow  until  we 
guarantee  every  American  the  right  to  quality,  affordable  healtfi  care 

Washington  has  ignored  the  needs  of  middle  class  families 
and  let  health  care  costs  soar  out  of  control.  American  drug  companies 
have  raised  their  prices  three  times  faster  than  the  rate  of  inflation, 
forcing  American  consumers  to  pay  up  to  six  times  more  than  Canadians 
o:  Europeans  for  the  same  drugs.  Insurance  companies  routinely  deny 
coverage  to  consumers  wiUi  "pre-  existing  conditions"  and  waste  billions 
on  bureaucracy  and  administration.  Twelve  years  ago  Americans  spent 
$249  billion  on  health  care.  This  year  we'll  spend  more  than  J^800  billion. 

Health' care  costs  are  now  the  number  one  cause  of 
bankruptcy  and  labor  disputes.  They  threaten  our  ability  to  compete, 
adding  $700  to  the  cost  of  every  car  made  in  America.  Our  complex 
system  chokes  consumers  and  providers  with  paper,  requiring  the 
average  doctor  to  spend  80  hours  a  month  on  paperwork.  It  invites  fraud 
and  abuse.  We  spend  more  on  health  care  than  any  nation  on  earth  and 
don't  gel  our  money's  worth 

Our  people  still  live  in  fear  Today  almost  60  million 
Americans  have  inadequate  health  insurance     or  none  at  all.  Every  year 
working  men  and  women  are  forced  to  pay  more  while  their  employers 
cover  less.  Small  businesses  are  caught  between  going  broke  and  doing 
right  by  their  employees  Infants  die  at  rates  that  exceed  countries 
blessed  with  far  fewer  resources.  Across  our  nation  older  Americans  li\  e 
in  fear  that  they  will  fall  ill  ~  and  lose  everything  or  bankrupt  their 
children's  dreams  trying  to  pay  for  the  care  they  deserve 

America  iias  the  potential  to  provide  the  world's  best,  most 
advanced  and  cost-effective  healih  care.  NVhat  we  need  are  leaders  who 
arc  willing.  lt>  i-iii**  on  iIjc  insur;ince  companies,  the  druji  companies,  ami 

Reprinted  from  Putting  People  Fiwt:  *  National  Economic  Strategy  for  America. 
Little  Rock,  Ark.,  Bill  Clinton  for  Preaident  Committee,  1992.  p.  17-19. 
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the  health  care  bureaucracies  and  bring  health  care  costs  down. 

My  health  care  plan  is  simple  in  concept  but  revolutionary 
in  scope.  Firet,  we  will  move  to  ndicalljr  control  coats  by  dianging 
incentives,  reducing  paperwork  and  ctaddng  down  on  drug  and 
insurance  company  practices.  As  costs  drop,  we  will  phase  in  guaranteed 
universal  access  —  through  employer  or  public  programs — to  basic 
medical  coverage.  Companies  will  be  required  to  insure  their  employees, 
with  federal  assistance  in  the  earfy  years  to  help  tiiem  meet  tiieir 
obligations.  Health  care  providers  will  finally  have  ipcentwes  to  reduce 
costs  and  improve  quality  for  consumers.  American  health  care  will  make 
sense. 

My  plan  will  put  people  first  by  guaranteeing  quality, 
affordable  health  care.  No  American  will  go  without  health  care,  but  in 
return  everyone  who  can  must  share  the  cost  of  their  care.  The  main 
elements  include: 

•  >-^Atlnnal  spending  caos.  The  cost  of  health  care  must  not 
be  allowed  to  rise  faster  than  the  average  American's  income.  I  will  scrap 
the  Health  Care  Financing  Administration  and  replace  it  with  a  health 
standards  board  —  made  up  of  consumers,  providers,  business,  labor 
and  government  —  that  will  establish  annual  health  budget  targets  and 
outline  a  core  benefits  package 

•  Univprsal  coveraee  Affordable,  quality  health  care  will  be 
a  right,  not  a  privilege.  Under  my  plan,  employers  and  employees  will 
either  purchase  private  insurance  or  opt  to  buy  into  a  high-quality  public 
program.  Every  American  not  covered  by  an  employer  will  receive  the 
core  benefits  package  set  by  the  health  standards  board. 

•  Manap<>H  care  networks.  Consumers  wtU  be  able  to  select 
from  among  a  variety'  of  local  health  networks,  made  up  of  insurers, 
hospitals,  clinics  and  doctors.  The  networks  will  receive  a  fiiced  amount  of 
money  for  cacli  consumer,  giving  them  the  necessary  incentive  to  control 
costs 

•  l-.iiminnU'  .if  III!  niio'  L'ouging  To  protect  American 


consumers  and  bring  down  prescription  drog  prices,  I  will  diminate  tax 
breaks  for  drug  companies  diat  raise  fliftr  jktccs  fister  than  Americans* 
incomes  rise. 

♦  TaVft  on  the  in^tranr^  indnstrv.To  stand  up  to  die 
powerful  insurance  lobby  and  stop  consumers  from  pa3^ng  billions  in 
administratK-e  waste,  we  need  to  streamlhe  the  industry.  My  healdi  plan 
will  institute  a  single  claim  form  and  ban  underwriting  practices  that 
waste  unions  to  discover  which  patients  are  bad  risks.  Any  insurance 
company  that  wants  to  do  business  will  have  to  take  all  comers  and 
charge  every  business  in  a  community  the  same  rate.  No  company  will  be 
able  to  deny  coverage  to  individuals  with  preexisting  conditions. 

♦  Fight  bureaiiCTacv  and  billing  fraud.  To  control  costs  and 
trim  the  "paper  hospital,"  my  plan  will  replace  expensive  billing,  coding 
and  utilization  review  functions  with  a  simplified,  streamlined  billing 
system.  Everyone  will  carry  "smart  cards"  coded  with  his  or  her  personal 
medical  information  We  will  also  crack  down  on  billing  fraud  and  remove 
incentives  that  invite  abuse. 

♦  Core,  benefitf;  nackape.  Every  American  will  be 
guaranteed  a  basic  health  benefits  package  that  includes  ambulatory 
physician  care,  inpatient  hospital  care,  prescription  drugs,  and  basic 
mental  health.  The  package  vrill  allow  consumers  to  choose  where  to 
receive  care  and  include  expanded  preventive  treatments  such  as  pre- 
natal care,  mammograms  and  routine  health  screenings.  We'll  provide 
more  services  lo  the  elderly  and  the  disabled  by  expanding  Medicare  to 
include  more  long-term  care. 

♦  Equal  costs.  All  businesses,  regardless  o'  size,  will  pay  a 
set  amount  per  person  they  employ  This  system,  known  as  "community* 
rating,"  will  protect  small  businesses  and  spread  the  risk  evenly  among  all 
companies 
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In  response  to  your  request,  this  transition  series  report  discusses 
nugor  policy,  management,  and  program  issues  facing  the  Congress 
and  the  new  administration  in  the  are*  of  health  care  reform.  The 
issues  include  (I)  access  to  health  insurance  for  the  uninsured, 
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Health  Care  Reform 


A  key  challenge  facing  the  new  Congress  and 
administration  is  finding  a  better  way  to 
manage  and  finance  the  U.S.  health  care 
system  while  preserving  the  high-<|uality, 
inno\'ative  medical  care  the  United  States 
has  achieved.  The  United  States  is  projected 
to  spend  18  percent  of  its  gross  domestic 
product  (gdp)  on  health  care  by  the  year 
2000  — far  more  than  any  other 
industrialized  country.  These  growing  costs 
are  being  shared  by  individuals  and  the 
business  community  as  well  as  federal  and 
state  programs.  The  inexorable  rise  in  health 
care  costs  is  constraining  wage  increases 
and  the  fmancial  capability  of  federal  and 
state  governments  to  address  other  pressing 
social  concerns.  We  have  emphasized  that 
failure  to  control  overall  health  care  costs 
will  stymie  efforts  to  control  outlays  on 
Medicare  and  Medicaid — the  fastest  growing 
msgor  programs  in  the  federal  budget— and 
will  make  it  more  difficult,  iV  not  impossible, 
to  bring  the  federal  budget  into  balance. ' 
Individuals,  business,  and  the  govenunent 
need  to  work  together  to  tame  the  cost  spiral 
for  health  care. 

Despite  having  the  highest  costs  in  the 
industrialized  worlds  our  health  care  system 
is  not  serving  large  portions  of  our 


'See  pvticularty  tpp.  HI  tn  Budlaet  Deficit:  AMtTjUoM  on  Outlook, 
ImpbcMiom.  and  Choicea  (GACkxXMXKSA.  Scpc  28.  IWO) 


population  very  well.  Nearly  34  million 
Americans  are  uninsured  and  millions  more 
ar«  underinsured  or  fear  they  might  lose 
coverage  if  they  develop  a  serious  medical 
condition,  lose  their  job,  or  change 
employers. 

The  Congress  has  asked  us  to  review 
approaches  developed  in  American 
communities  and  foreign  countries  that 
might  help  explain  the  root  causes  of  our 
health  care  problems  and  suggest  possible 
solutions.  We  have  examined  the 
experiences  of  Cariada,  France,  Germany, 
and  Japan  as  well  as  U.S.  federal  programs 
and  state  and  community  initiatives.  If  the 
Urdted  States  is  to  broaden  access  and 
contain  health  spending,  there  is  a  need  to 
consider  adopting  features  common  to 
successful  systems  that  we  have  observed  in 
other  countries  and  within  our  own  borders. 

A  reformed  U.S.  system  must  also  build  on 
the  strengths  of  the  nation's  current  health 
care  system.  A  strong  research 
establishment,  the  continuing  development 
of  technology,  and  the  capacity  to  evolve 
more  efficient  service  delivery  mecKiJiisms 
are  among  the  strengths  of  the  U.S.  health 
care  system  that  should  be  preserved 
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Access  to  Health  Insurance  for  the 
Uninsured 


Universal  access  to  health  insurance  is  an 
achievable  goal.  Countries  like  Canada, 
France,  and  Germany  provide  high-quality 
health  care  to  all  their  citizens,  yet  spend  a 
considerably  smaller  share  of  their  nations' 
resources  on  health.  Within  our  own 
borders,  Hawau  is  the  state  with  the  largest 
share  of  its  population  covered  by  health 
insurance,  Rochester,  New  York,  rounts 
7.1  percent  of  its  population  under  the  age  of 
65  as  uninsured  compared  with  a  national 
average  of  about  15  percent  Yet  both  Hawau 
and  Rochester  have  achieved  enviable 
records  in  terms  of  health  cost  containment 
and  the  level  of  insurance  premiums. 

Universal  access  to  health  insurance  is  not 
free.  Estimates  for  providing  the  34  million 
persons  who  are  uninsured  with  health 
insurance  range  from  $12  billion  to 
$27  billion  armually.  These  costs  are  not  the 
only  factor  that  has  made  it  difBcult  to 
achieve  universal  access  to  health  insurance 
in  the  United  States.  Universal  access  would 
also  entail  mayor  changes  in  the  role  of 
government,  the  structure  of  the  health 
finance  system,  and  the  financial 
responsibilities  of  individuals  and 
employers.  An  employer  mandate  would 
compel  businesses  to  provide  or  finance 
insurance  for  their  employees  and  may  add 
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new  costs  and  responsibilities  for  many 
small  firms.  A  Canadian-style  system  would 
involve  a  substantial  increase  in  the  share  of 
health  care  costs  financed  throu^^  the  tax 
mechai\ism. 

The  United  States  is  considering  a 
commitment  to  universal  coverage  not  only 
because  of  the  needs  of  the  34  million 
uninsured  but  also  because  such  coverage 
can  contribute  to  both  short-  and  long-term 
strategies  for  cost  containment  Universal 
coverage  contributes  to  lowering 
administrative  costs  for  providers  by 
relieving  them  of  the  burden  of  assessing 
insurance  status  before  treatment  and  by 
limiting  losses  associated  with  bad  debt 
Changes  in  these  two  areas  would  be 
especially  beneficial  for  institutions  such  as 
teaching  hospitals  and  public  hospitals  in 
large  cities  that  currently  serve  large 
numbers  of  uninsured  patients.  Universal 
coverage  also  contributes  to  system 
efficiency  by  reducing  the  need  for  the 
uninsured  to  use  more  expensive  treatment 
settings  such  as  the  hospital  emergency 
room  because  they  are  not  covered  for 
treatment  in  less  expensive  settings. 
Moreover,  adequate  coverage  for  preventive 
and  primary  care  for  chronic  conditions  can 


help  avoid  more  costly  and  serious 
treatments  in  the  future. 

Universal  health  insurance  coverage  is  not 
ensured  in  all  of  the  comprehensive  reform 
proposals,  although  all  proposals  seek  to 
make  significant  inroads  to  reducing  the 
uninsured  population.  National  health 
insurance  plans  that  cover  all  citizens 
explicitly  solve  the  problem  of  the 
uninsured.  Proposals  that  rely  on  the 
existing  employer-based  insurance  model 
require  development  of  complementary 
programs  to  cover  the  uninsured  who  are 
not  employed  and  any  employed  persons  or 
family  members  who  remain  uninsured 
under  the  employer-based  plans. 

For  example,  Hawaii's  mandate  that 
employers  provide  insurance  coverage  does 
not  require  that  health  insurance  coverage 
be  provided  to  part-time  workers  or  to 
family  members  of  insured  workers.  To 
address  these  gaps  in  coverage  and  to 
iiKlude  the  unemployed  who  are  not  eligible 
for  Medicaid,  Hawaii  developed  a 
supplemental  state-sponsored  insurance 
plan  to  extend  coverage  to  these  groups.  The 
state  estimates  that  it  has  reduced  the 
number  of  urunsured  to  about  2  percent  of 
its  population. 
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Private  Health  Insurance  Market 
Reforms 


About  three-fourths  of  uninsured  Americans 
are  workers  or  their  dependents,  and  just 
over  one-half  of  uninsured  workers  are 
employed  by  Qrms  with  fewer  than  25 
employees.  Some  underwriting  and  rating 
practices  in  the  private  ir^surance  industry 
have  made  obtaining  affordable  health 
insurance  difficult  or  impossible  under 
several  conditions:  when  an  insured  worker, 
dependent  family  member,  or  coworker  in 
the  same  risk  pool  develops  an  expensive 
medical  condition;  when  a  worker  changes 
jobs;  or  when  a  firm  changes  insurance 
carriers.  If  comprehensive  reform  is  based 
on  the  current  employer-based  private 
insurance  system,  reforms  of  insurance 
practices  that  affect  people  in  these 
situations  are  essential. 

Two  broad  types  of  health  insurance  reforms 
would  be  needed— those  designed  to 
improve  availability  and  those  designed  to 
improve  affordability.  Reforms  related  to 
availability  guarantee  that  insurance  will  be 
available  to  aU  eligible  members  of  employee 
groups  through 


•  guaranteed  issu€  of  policies  to  all  employer 
groups  and  their  eligible  members, 
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guaranteed  renewal  of  policies  that  eUminate 
br  restrict  the  capacity  of  insurers  to  cancel 
poUaes  because  of  medical  history  or  to 
introduce  new  poUcy  exclusions  at  the  time 
of  renewal,  and 

guaranteed  continuity  of  coverage  when 
employers  change  insurers,  employees 
change  jobs,  or  insurers  become  insolvent  or 
discontinue  offering  health  insurance. 

Because  insurance  may  be  available  but  still 
priced  out  of  the  reach  of  small  businesses, 
affordability  also  needs  to  be  addressed 
through 

.  restricting  factors  used  in  setting  rates,  such 
as  health  status  and  previous  claims 
experience,  and 

♦  limiting  the  range  of  premiums  a  sirigle 
insurer  can  charge  for  customers  with 
diffeient  risk  characteristics. 

These  types  of  reforms  are  needed  to  ensure 
that  private  insurance  products  are  available 
to  everyone  under  employer-mandated 
coverage  plans.  However,  such  reforms  can 
be  a  double^ed  sword.  While  they  would 
increase  availability  and  reduce  insurance 
premiums  for  higher-risk  groups  that  have 


been  excluded  from  the  market,  the  reforms 
would  generate  higher  premiums  for  those 
currently  insured  in  lower-risk  groups  who 
would  share  in  the  costs  of  the  extended 
coverage. 

The  net  effect  of  insurance  market  reforms 
alone  on  reducing  the  ranks  of  the  uninsured 
is  unclear.  States  have  introduced  a  number 
of  these  reforms  in  the  last  few  years.  Early 
experience  suggests  that  such  reforms  have 
had  a  modest  effect  on  reducing  the  ranks  of 
the  uiunsured  when  coupled  with  limited 
subsidy  programs  and  state  assistance  to 
risk  pooling. 
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Health  Care  Cost  Containment 


The  call  for  control  of  health  care  costs  is 
now  heard  throughout  U.S.  society. 
ElxpaKding  insurance  coverage  to  the 
uninsured  would  make  cost  control  more 
urgent,  but  even  without  that  additional 
spending,  the  upward  sweep  of  health  care 
costs  is  threatening  the  financial  position  of 
businesses,  individuals,  and  governments. 

Cost  control  entails  some  force  that 
disciplines  the  decisions  of  consumers  and 
providers.  As  a  result,  cost  control  means 
that  some  segments  of  society  will  receive 
less.  Providers  (such  as  physicians  and 
hospitals)  will  have  lower  revenues  than  if 
present  trends  continue.  Consumers  may 
face  less  choice  among  providers,  and  the 
rate  of  improvement  in  medical  technology 
may  slow. 

Nonetheless,  cost  control  is  imperative. 
Without  it,  the  problem  of  the  uninsured  will 
likely  worsen  as  the  unchecked  rise  in  the 
cost  of  insurance  puts  it  out  of  the  reach  of 
more  and  more  people.  Moreover,  lack  of 
cost  control  will  aggravate  the  budgetary 
squeeze  on  the  federal  and  state 
governments.  How  to  control  costs  with  the 
fewest  adverse  effects  on  the  population  is 
the  challenge. 


QAOrOCG<M-«TB  EtMhk  Ctfc  mttorm 
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Amoivithe  many  proposals  for  achieving 
cost  discipline  in  U.S.  health  care,  two  broad 
stiategies  are  currently  most  prominent 
managed  competition  and  direct  controls. 
Both  would  use  government  regulation, 
although  in  quite  different  ways.  The  two 
strategies  differ  in  the  extent  to  which  they 
rely  on  market  forces  and  in  the  extent  to 
which  they  have  been  tested  in  practice. 
Managed  competition  would  give  regulation 
a  competition-enhancing  slant  by 
establishing  a  complex  set  of  rules  within 
which  competition  can  occur.  After 
restructuring  the  marketplace,  the 
government  would  play  umpire  for  insurers, 
providers,  and  beneficiaries  while  letting 
competition  exert  discipline  and  rein  in 
health  care  costs.  The  second  strategy,  direct 
controls,  would  require  public  (or 
quasi-public)  authorities  to  set  health  care 
prices,  limit  overall  spending,  and  regulate 
the  spread  of  new  technology. 

Hie  strategy*  of  managed  competition  is 
evolving,  and  its  various  proponents 
sometime  define  it  in  different  ways. 
Nonetheless,  they  agree  on  blending  federal 
regulation  with  incentives  and  private 
initiative  to  create  a  cost-conscious 
discipline  for  hospitals  and  physicians.  Also, 
current  proposals  assume  heavy  reliance  on 


managed  care  health  plans,  such  as  health 
maintenance  orgaiuzations  (hmo)  and 
preferred  provider  organizations  (ppo),  that 
try  to  encourage  efficiency  by  placing 
providers  at  risk  for  health  costs,  using 
administrative  processes  to  attempt  to 
control  services,  or  both. 

In  designing  a  practical  system  of  managed 
competition,  two  questior\s  are  pivotal: 

.  First,  can  rates  for  health  care  plans  be  set 
so  that  insurers  are  not  rewarded  for 
-cream-skimming"? 

Under  current  arrangements,  a  company 
offering  health  insurance  makes  more 
money  by  attracting  people  who  are 
healthier  than  average  and  by  not  insuring 
bad  >^ealth  risks.  Whether  a  system  of 
managed  competition  could  prevent 
cream-skimming — ^which  would  undermine 
the  system— is  much  debated.  Our  work  on 
Medicare's  rate-setting  (or  hmos  illustrates 
the  difficulty  of  the  t?-sk. 

.  Second,  would  ^iianaged  competition 
achieve  cosv  savings  at  the  expense  of 
quality? 
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To  prevent  this,  the  proponents  of  managed 
competition  stress  the  need  to  create  new 
sources  of  information  about  the  quality  of 
health  care.  How  quickly  such  information 
could  be  generated  and  how  consumers 
would  use  it  are,  however,  open  questions. 
Our  work  on  hmos  for  Medicare  enrollees 
shows  that  quality  assurance  is  needed  to 
avoid  abuses  due  to  cost-cutting. 

The  strategy  of  managed  competition  is 
appealing  to  many.  The  Netherlands,  for 
example,  is  in  the  early  stages  of 
implementing  a  particular  version  of  the 
strategy.  But  evaluating  the  likely 
effectiveness  of  managed  competition  Is 
hampered  by  lack  of  a  real  test,  abroad  or 
within  an  American  state,  in  which  a  ^tem 
of  managed  competition  could  be  observed. 
Some  research  on  states  with  relatively 
strong  competition  among  hmos  and  other 
managed  care  providers  is  mildly 
encoiuaging.  Nonetheless,  these  states  have 
not  implemented  managed  competition,  so  it 
is  difficult  to  draw  conclusions  from  them 
about  how  much  a  managed  competition 
system  would  flatten  the  trend  in  costs. 

The  alternative  approach,  direct  controls, 
uses  fee  schedules  and  other  price  controls. 


Sf^?  <^  (sometimes  called 

global  budgets"),  and  controls  on  the 
dispersal  of  new  technology.  Our  analysis  of 

^^^r^^dtsr 

implemented  in  a  variety  of  ways  For 
example,  direct  controls  ai«  used 
^tem-  ide  <n  countries  with  many  insurers 
(such  as  Germany)  and  with  asinie  ins^ 
(Canada),  t,  the  United  StatesSt 
conteols  are  used  at  the  federal  level 
L^*^"^  *     ^^^"^^  "nd  has 
l^^f  *  f*"*^         fo--  physicians' 
femces).  at  the  state  leve.  (MaryS^ser 
f^P  tal  rates),  and  at  the  local  level 
Otochester,  New  York,  has  used  global 
budgets  for  hospitals). 

addition,  direct  conuols  have,  with 
different  degrees  of  success,  restrained 

«f»  =«*s.  Our  studies  of  American 
and  foreign  health  c«e  provide  evidence  on 
the  effectiveness,  in  particular,  of  sp^*^ 
Z:^^  Price  controla-Tlus,  we  fou^d 
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Germany,  our  analysis  showed  that  targets 
and  caps  slowed  the  rate  of  spending 
increases  compared  with  what  would  have 
happened  without  these  policies.  Our 
analysis  also  confirmed  that  the  strength  of 
enforcement  is  important  In  Germany, 
spending  caps  have  replaced  targets,  which 
were  more  weakly  enforced,  and  the  caps 
have  proved  more  effective  in  limiting 
spending. 

Direct  controls  on  prices  also  have  been 
relatively  effective  in  containing  costs.  As 
our  analysis  showed,  U.S.  states  that  have 
set  rates  for  hospital  services  to  which  all 
insurers  in  the  state  must  adhere  have 
slowed  the  growth  in  their  per  capita  health 
spending.  In  addition,  Medicare,  which  uses 
a  variant  of  price  controls  in  reimbursing 
hospitals,  has  slowed  the  rise  in  its  costs  for 
hospital  services.  Other  countries' 
experience  with  price  controls  is  generally 
consistent  with  these  findings  for  the  United 
States. 

Direct  controls  are  not  a  panacea,  however. 
Even  viewed  just  in  terms  of  cost 
containment,  they  do  not  eliminate  all 
spending  pressures.  Moreover,  direct 
controls  can  hamper  efficiency  and  retard 
innovation.  Budgeting  procedures  may  not 


reward  efficient  providers  and  insurers  and 
may  not  penalize  inefficient  ones.  Spending 
caps  and  targets  may  freeze  the  prevailing 
system  of  delivering  health  care  and 
discourage  innovations  like  managed  care. 
Budgets  may  adapt  too  slowly  to  changes  in 
technology,  the  demogr^hic  nux  of 
patients,  and  methods  of  delivering  care. 
Price  controls  can  slow  or  block  a  needed 
shift  of  resources,  say  from  one  specialty  to 
another,  when  demand  or  supply  conditions 
change.  To  some  extent  these  difficulties  can 
be  mitigated,  but  still  they  must  be  weighed 
when  the  choice  of  a  spending  control 
strategy  is  made. 

In  sum,  neither  managed  competition  nor 
direct  controls  is  without  drawbacks. 
Indeed,  some  analysts  and  policymakers  are 
crafting  proposals  that  combine  the 
market-oriented  advantages  of  nvinaged 
competition  vrith  the  extra  cost  discipline  of 
direct  controls— specifically,  a  cap  on 
overall  health  spending.  These  hybrid  plans 
are  too  sketchy  as  yet  for  observers  to 
determine  whether  the  two  strategies  can  be 
blended,  or  how  effective  such  a  hybrid 
system  might  be. 
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Administrative  Simplification 


In  the  United  States,  nearly  6  percent  of  total 
health  expenditures  in  1989  were  accounted 
for  by  the  administration  of  government 
health  programs  and  private  insurers.  In 
sharp  contrast,  Canada  ^nds  about 
one-fifth  as  much  proportionately  on  these 
insurance  overhead  functions.  In  addition, 
U.S.  providers  spend  billiorw  of  dollars  each 
year  for  billing  and  other  administrative 
activities  directly  attributable  to  our  system 
of  financing  health  care.  Providers  in 
Canada,  Germany,  Finance,  and  Japan  incur 
lower  costs,  in  part  because  they  deal  with  a 
more  unified  payment  mechanism.  While 
considerable  debate  continues  about  the 
precise  magnitude  of  the  potential  savings  in 
administrative  overhead  and  providers' 
administrative  burdens  associated  with 
specific  reform  proposals,  there  is  general 
agreement  that  sigtUficant  savings  can  he 
achieved  in  this  area. 

Administrative  expenses  for  private 
insurance  plans  average  about  12  percent, 
but  they  can  be  as  high  as  40  percent  of 
claims  costs  for  individual  and  small  group 
plans.  When  multiple  insurers  market  a 
range  of  plans  differing  in  scope  of  coverage, 
the  result  is  significant  overhead  costs  to 
cover  claims  processing  and  marketing. 
While  a  wide  range  of  insurers  and  plans 
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may  create  greater  consxuner  choice  and 
greater  responsiveness  to  consumers'  needs, 
this  wide  range  is  part  of  the  reason  for 
higher  administrative  costs.  Physicians, 
hospitals,  and  other  providers  must  expend 
resources  on  billing  and  administrative 
procedures  to  deal  with  the  fragmented 
payment  system. 

Almost  all  reform  proposals  attempt  to 
achieve  cost  savings  by  reducing 
administrative  costs  through  one  or  more  of 
the  following  approaches: 

combining  large  mmibers  of  employers  into 
large  insurance-buying  cooperatives  to 
achieve  administrative  economies, 

defining  a  single  or  limited  nxmiber  of  basic 
insurance  plans  to  reduce  marketing  costs 
and  the  burden  on  providers, 

developing  standardized  claims  forms  and 
billing  procedures  for  all  insurance  plans  and 
providers, 

eliminating  insurance  underwriting  activities, 

eliminating  deductibles  and  cop^nments  to 
eliminate  the  need  for  providers  to  issue  bills. 


.  using  more  inclusive  methods  for 
reimbursing  providers,  such  as  global 
budgets,  and 

•  using  a  single  paj^r  with  uniform  payment 
rules  and  procedures  in  each  market  area, 

Canada,  for  example,  achieves  substantial 
administrative  sa\angs  through  a 
combination  of  a  single  payer  with  uniform 
payment  rules  and  elimination  of  all 
deductibles  and  copayments.  The  United 
States  might  achieve  a  similar  level  of 
administrative  savings  if  it  adopted  a 
Canadian-type  reform,  but  the  savings  could 
be  largely  ofDset  by  the  additional  use  of 
services  associated  with  the  elimination  of 
deductibles  and  copayments.  Alternatively, 
the  United  States  could  retain  deductibles, 
copayments,  and  utilization  review  activities. 
This  a^)proach  would  reduce  potential 
administrative  savings  but  result  in  greater 
control  over  potential  costs  associated  with 
increased  use  of  health  services.  If  the 
United  States  should  choose  a  system  that 
depends  on  employer-based  private 
insurancev  some  level  of  administzative 
savings  could  still  be  achieved  through  a 
combination  of  the  other  approaches 
described  above. 
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Fraud  and  Abuse  Controls 


The  United  States  may  want  to  invest  more, 
rather  than  less,  in  the  adnunistrative 
resources  required  for  detection  of 
fraudulent  and  abusive  practices  by  health 
care  providers.  Estimates  vary  widely  on  the 
losses  resulting  from  fraud  and  abuse,  but 
the  most  common  is  about  10  percent  of 
total  health  care  spending  or  about  $80 
billion  annually.  Only  a  token  amount  of 
administrative  resources  are  devoted  to 
detection  and  elimination  of  fraudulent  and 
abusive  practices. 

Both  public  and  private  health  Insurance 
programs  are  subject  to  fraud  and  abuse  but 
separately  appear  unable  to  combat  it 
successfully.  Our  work  suggests  that  fraud 
and  abuse  may  be  even  more  prevalent  in 
privately  insured  programs,  in  which  control 
efforts  have  not  been  as  prominent  and  data 
systems  are  more  fragmented  Indeed, 
federal  health  care  programs  have  taken  the 
leadership  role  in  prevention  of  such 
practices.  While  a  simpler  and  more  uruform 
payment  and  administrative  system  may 
make  it  easier  to  detect  potential  fraud  and 
abuse,  we  believe  that  investing  the  needed 
resomces  in  designing  the  administrative 
structure  and  continuing  surveillance  to  limit 
the  potential  for  such  practices  is  essentiaL 
These  issues  are  discussed  more  fully  in  our 
related  report.  Medicare  Claims  (gaohr-ow 
Dec  1902). 
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Diffusion  and  Pricing  of  New  Medical 
Technologies 


The  rapid  spread  and  increased  use  of  new 
medical  technologies  has  been  relatively 
unrestrained  in  recent  years  and  has  ^ven 
health  spending  added  momentum. 
Technological  advances  have  sometimes  led 
hospitals  to  participate  in  a  medical  "arms 
race*  as  they  acquire  expensive  technology 
and  seek  to  keep  patients  and  doctors  from 
shifting  to  rival  hospitals. 

Once  declared  eli^ble  for  reimbursement, 
third-party  payers— business,  government, 
and  private  insurers— have  primarily 
shouldered  the  financial  burden  of  these 
technolo^cal  advances.  However,  insurers* 
payment  policies  have  not  always 
encouraged  efficient  and  prudent  use  of 
these  medical  services.  Instead,  insurers 
have  left  themselves  vulnerable  to  excessive 
spendiitg  by  giving  providers  incentives  to  be 
wasteful  or  abusive  in  offering  medical 
services.  In  particular,  our  work  has  shown 
that  in  some  cases,  insurers  have  not 
adjusted  payment  rates  to  reflect  the  effect 
of  maturing  technology  on  costs. 

The  challenge  for  policymakers  is  to  find 
ways  to  encourage  development  of  new 
technologies  while  ensuring  their  efficient 
use.  TWs  can  be  accomplished  through 
parent  policies  that  reflect  the  costs 
incurred  by  high-volume,  efficient  providers. 
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Medical  Malpractice  Reform 


Savings  in  addition  to  those  stemming  from 
comprehensive  health  care  reform  can  be 
achieved  through  fundamental  changes  in 
the  U.S.  medical  malpractice  system.  The 
United  States  faces  higher  costs  for  medical 
malpractice  insurance  and  associated 
defensive  medicine  costs  than  other  nations. 

U.S.  medical  malpractice  premiums  are 
estimated  to  be  only  about  1  percent  of  total 
U.S.  health  care  costs.  There  is  considerably 
wider  variation  in  estimates  of  the  potential 
additional  costs  of  defensive 
medicine — diagnostic  tests  and  procedures 
performed  solely  to  protect  physicians  in  the 
event  a  malpractice  claim  is  filed.  The 
American  Medical  Association  estimated  the 
costs  of  defensive  medicine  at  $20  billion  in 
1991.  Moreover,  physicians  want  relief,  not 
only  from  the  financial  burdens  of 
malpractice,  but  also  from  its  emotional 
burdens. 

Cost  reduction  should  not  be  the  sole  basis 
for  malpractice  reform.  Malpractice  reform 
also  should  be  directed  toward  providing 
better  access  to  compensation  for  those  who 
are  ii\jured.  Arbitration  and  no-fault 
programs  have  been  implemented  in  various 
states  as  an  alternative  to  a  complex  and 
expen-sive  court  process.  Many  of  these 

programs  also  incorporate  local  practice 
guidelines  that,  although  not  an  absolute 
defense,  provide  evidence  in  a  judicial 
process  that  accepted  medical  protocols 
were  followed  Furthermore,  hoqjitals  and 
other  medical  settings  are  adopting 
risk-management  programs  that  are 
expected  to  improve  the  quality  of  care.  We 
believe  these  efforts  should  continue  to  be 
studied  and,  when  positive  effects  are 
demonstrated,  should  be  considered  in 
coiyunction  with  comprehensive  health  care 
reform. 
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Observations  About  Health  Care 
Reform 


Reform  of  U.S.  financing  of  health  insurance 
and  payment  of  health  care  providers  is  a 
daimting  task.  U.S.  health  care  is  an  $800 
billion  enterprise  that  is  diverse, 
complicated,  and  dynamic.  Achieving  reform 
will  be  particularly  difficult  because,  to 
many  people,  reform  seems  to  threaten  a 
good  situatioiL  People  whose  health 
insurance  is  adequate  and  whose  health  care 
is  good  may  fear  that  reform  will  result  in 
diminished  care  or  higher  costs  for  them. 
For  providers  as  well  as  consumers,  reform 
of  the  health  care  marketplace  will  cause  a 
considerable  reshuffling  and  generate  losers 
as  well  as  winners. 

Moreover,  reform  will  not  produce  a 
structure  that  is  perfect  Our  reviews  of  the 
health  systems  of  other  countries  shows  that 
after  putting  msgor  reforms  in  place,  these 
coimtries  continue  to  seek  ways  to  improve 
their  systems.  We  believe  that  the 
imperfections  of  any  reform — and  the 
dynamic  character  of  the  health  care 
industry — make  a  stream  of  further  changes 
inevitable  in  the  years  ahead.  However,  there 
may  be  greater  risks  in  not  xmdertaking 
comprehensive  health  care  reform.  Without 
reform,  costs  will  continue  to  escalate  while 
a  substantial  number  of  Americans  lack 
access  to  health  insurance. 
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CHAPTER  4 

The  Economics  Of  Health  Care 

AMERICANS  ARE  LIVING  LONGER,  healthier  lives  than  ever 
before.  Since  1960,  average  life  expectancy  has  increased  by  more 
than  5  years.  American  physicians  have  access  to  the  best  technolo- 
gy in  the  world  and  more  than  one-half  of  the  world's  medical  re- 
search is  funded  by  private  and  public  sources  in  the  United  States. 
At  the  same  time,  the  share  of  the  Nation's  income  devoted  to 
health  care  has  been  growing  rapidly,  and  today  more  than  35  mil- 
lion Americans  lack  health  insurance.  Growing  concern  about 
rising  expenditures  and  reduced  access  to  insurance  has  led  to  the 
development  of  a  wide  variety  of  proposals  for  health  care  reform, 
from  the  Administration's  market-based  approach  to  calls  for  a 
government-run  national  health  insurance  program. 

The  success  of  any  of  these  proposals  will  depend  on  how  well  it 
addresses  the  reasons  behind  the  increase  in  expenditures  and  de- 
cline in  insurance.  Economics  is  very  helpful  in  understanding 
these  developments.  It  suggests  that  most  health  care  in  the 
United  States  is  financed  and  delivered  in  ways  that  give  both 
health  care  providers  and  their  insured  patients  many  incentives 
to  increase  the  quality  of  health  care  but  little  reason  to  be  con- 
cerned about  its  cost. 

HEALTH  CARE  IN  THE  UNITED  STATES 

In  many  respects,  the  health  care  industry  resembles  other  serv- 
ice industries  such  as  transportation  and  legal  services.  It  supplies 
a  service— health  care—in  response  to  consumer  demand.  But  the 
demand  for  health  care  is  different  from  the  demand  for  many 
other  services  because  most  people  do  not  pay  for  their  care  direct- 
ly. Instead,  the  government  and  private  insurers  pay  most  health 
care  expenses.  The  supply  of  health  care  also  differs  from  that  of 
many  other  service  industries.  Consumers  rely  on  providers  for  in- 
formation about  health  care  services  and  these  providers  are  heavi- 
ly regulated,  primarily  by  other  health  care  providers.  Finally, 
many  people  believe  that  health  care  is  inherently  different  from 
other  goods  and  services.  They  believe  that  everyone  should  be  en- 
titled to  at  least  some  health  care,  although  they  may  not  believe 
that  everyone  has  a  similar  entitlement  to  goods  in  general. 
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THE  HEALTH  OF  THE  U.S.  POPULATION 

Americans  buy  health  care  to  improve  their  health,  but  recent 
research  suggests  that  the  connection  between  health  care  and 
health  is  not  a  simple  one.  In  fact,  increases  in  life  expectancy  in 
developed  countries  are  not  strongly  related  to  increases  in  the 
number  of  physicians  or  hospital  beds  per  capita,  nor  are  they  pri- 
marily a  consequence  of  increasing  utilization  of  these  services. 
Studies  show  that  increases  in  life  expectancy  are  mainly  related  to 
changes  in  behavior  and  improvements  in  medical  technology.  Be- 
tween 1960  and  1990,  life  expectancy  at  birth,  which  is  strongly  af- 
fected by  changes  in  infant  mortality,  rose  from  67  years  to  72 
years  for  men  and  from  73  years  to  79  years  for  women.  The  life 
expectancy  of  older  Americans,  a  group  that  may  be  more  strongly 
affected  by  improvements  in  medical  technology,  increased  by  3 
years  between  1960  and  1990,  a  larger  increase  than  occurred  be- 
tween 1900  and  1960. 

Changes  in  Behavior 

Changes  in  behavior  offer  great  promise  as  a  way  to  prevent  dis- 
ease and  preventing  disease  is  often  less  costly  than  treating  it. 
Many  Americans  have  adopted  increasingly  healthy  lifestyles. 
During  the  1980s,  the  rate  of  smoking  among  adults  decreased  from 
33  to  26  percent,  more  Americans  exercised  regularly,  and  deaths 
associated  with  alcohol  abuse  declined  substantially.  Traffic  acci- 
dent deaths  per  capita  have  declined  by  over  30  percent  since  1970, 
in  part  because  of  gp'eater  use  of  seat  belts. 

Medical  Technology 

Improvements  in  medical  technology  (a  term  that  includes  drugs, 
vaccines,  and  knowledge  about  treatments  as  well  as  medical 
equipment)  reduce  the  incidence  of  disease  and  improve  the  effec- 
tiveness of  treatment.  For  example,  over  33»000  cases  of  polio  were 
reported  in  the  United  States  in  1950,  but  polio  has  been  all  but 
eradicated  since  the  development  of  the  polio  vaccine.  Only  25 
years  ago,  childhood  leukemia  was  nearly  always  fatal;  today  the 
long-term  survival  rate  for  children  diagnosed  with  leukemia  is 
about  65  percent.  New  drugs  have  greatly  improved  the  well-being 
of  those  with  ulcers  and  virtually  eliminated  the  need  for  surgery 
to  treat  this  medical  problem.  Similarly,  coronary  bypass  surgery 
has  greatly  improved  the  quality  of  life  of  those  with  angina. 

Continuing  Problems 

Despite  the  many  medical  advances  of  recent  years,  cures  for 
many  diseases  have  yet  to  be  discovered  and  new  diseases  continue 
to  emerge.  For  example,  the  rate  of  mortality  from  breast  cancer 
has  not  improved  since  1950  despite  the  development  of  new 
screening  methods  and  new  treatment  therapies.  Acquired  immune 
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deficiency  syndrome,  or  AIDS,  has  claimed  the  lives  of  over  160,090 
Americans.  Tuberculosis,  a  disease  that  had  almost  disappeared  in 
the  United  States,  has  reemerged.  Among  young  people,  homicide 
and  drug  abuse  exact  an  enormous  toll. 

A  further  problem  is  the  persistence  of  serious  disparities  in 
health  across  income  and  race  categories.  For  example,  black 
babies  are  more  than  twice  as  likely  as  white  babies  to  have  low 
birthweight.  While  many  ascribe  these  differences  in  health  to  dif- 
ferences in  the  ability  to  pay  for  care,  evidence  from  the  United 
States  and  other  countries  casts  doubt  on  the  belief  that  health  in- 
surance alone  can  greatly  narrow  these  disparities.  Studies  in  the 
United  Kingdom  have  found  that  the  gap  in  mortality  between  rich 
and  poor  has  actually  increased  since  the  introduction  of  national 
health  insurance.  This  result  is  consistent  with  evidence  showing 
that  increased  utilization  of  medical  services  has  relatively  little 
effect  on  health. 

PROVIDING  AND  PAYING  FOR  HEALTH  CARE 
SERVICES  IN  THE  UNITED  STATES 

The  U.S.  health  care  industry  as  defined  in  government  statistics 
includes  services  provided  in  hospitals,  nursing  homes,  laboratories, 
and  physicians*  and  dentists'  offices.  It  also  includes  prescription 
and  nonprescription  drugs,  artificial  limbs,  and  eyeglasses,  as  well 
as  the  services  of  nontraditional  practitioners.  But  many  goods  and 
services  that  may  strongly  afi'ect  health,  such  as  fitness  club  serv- 
ices and  food,  are  not  included  in  the  usual  definition. 

The  U.S.  health  care  industry  employs  9  million  people,  includ- 
ing over  600,000  physicians;  by  comparison,  the  automobile  manu- 
facturing industry  employs  about  800,000  people.  Inpatient  services 
are  provided  by  approximately  6,500  hospitals  containing  over  1 
million  hospital  beds.  One-half  of  these  hospitals  are  private,  non- 
profit institutions,  some  30  percent  are  operated  by  Federal,  State, 
and  municipal  governments,  and  the  remainder  are  operated  pri- 
vately on  a  for-profit  basis. 

Health  care  expenditures  averaged  $2,566  per  person  in  1990  and 
were  divided  among  health  care  services  in  almost  the  same  pro- 
portion as  in  1960.  The  largest  part  of  each  health  care  dollar, 
about  38  cents  in  1990,  was  spent  on  hospital  care,  which  covers  all 
services  billed  through  a  hospital,  including  those  of  some  physi- 
cians, such  as  medical  residents  and  radiologists.  More  than  1  in 
every  10  Americans  was  admitted  to  a  non-Federal  short-stay  hos- 
pital (a  hospital  in  which  the  average  length  of  stay  is  less  than  30 
days)  in  1990,  for  an  average  stay  of  6  days;  over  10  percent  of 
these  admissions  were  for  maternity  care.  Physician  services  are 
the  second  largest  category  of  expenditures,  accounting  for  about 
19  percent  of  health  care  expenditures.  In  1990,  the  average 
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American  made  5.5  visits  to  a  doctor.  Most  of  the  remaining  43  per- 
cent of  health  care  expenditures  was  divided  among  drugs,  nursing 
home  care,  dental  services,  vision  products,  and  home  health  care 
services. 

In  most  other  developed  countries,  the  government  plays  a  larger 
part  in  financing  and,  in  many  cases,  in  delivering  health  care 
than  in  the  United  States.  Boxes  4-1,  4-2,  and  4-3  describe  the 
health  care  systems  in  Canada,  Germany,  and  the  United  King- 
dom. 


JMilsMplm 

Olii^  W  Ml';iw*vaU"tt^^  ssrvks^;nrof^ 
puUk  plans  and  partidpating  payvdaiis  aoi  hotgil^^mt^, 
not  aoospt  dirsci  pajintni  from  patknts  for  those  ascnoss. 
While  the  Proilnces  dUbr  im  the  tteOiods  Ch^y  use  ib^fiMpqs 
health  care,  most  funding  oocnes  fhw  general  tax  mm 

Physicians  are  paid  by  the  provincial  governments  oq  m  fMh 
fiNNierrice  basis  aooording  to  a  fee  schedule  negotlaied  by  tlia 
provincid  governments  and  physidan  associations.  Thare  have 
been  very  substantial  increases  in  the  utilkatkm  of  physidan 
services  since  the  introduction  of  public  health  insurance.  At- 
tempts to  cut  total  costs  by  limiting  i^ysiclans'  fees  have  been 
partially  thwarted  1^  these  continuing  incrsaass  in  uttMiatian. 

Hospitals  receive  annual  lump  sum»  or  global,  budgeta  that 
are  not  tied  directly  to  ho^ntal  expenditurea.  Hospitals  cannot 
purchase  new  equipment  without  government  ai^ncoval  and 
many  types  of  higfa4echnoloty  equipment  are  less  common  in 
Osnadian  than  in  VS.  hoi^itals.  The  global  budget  rs^bune- 
mettt^^iatem  and  restrietktts  on  tiie  purchaae  of  egaijpmeat 
have  led  to  wait^  lists  for  some  ntoemergenc^ 


Financing  Health  Care 

Since  1960,  U.S.  health  care  Hnancing  has  undergone  a  major 
change  (Chart  4-1).  In  1960,  most  medical  care  was  paid  for  directly 
by  consumers,  but  by  1990  only  23  percent  of  health  care  expenses 
were  paid  for  directly  by  consumers.  Thirty-two  percent  were  cov- 
ered by  private  health  insurers  and  41  percent  by  the  government. 
This  change  can  be  traced  to  three  developments:  the  expansion  of 
employer-provided  benefits,  the  development  of  medicare  (a  govern- 
ment program  that  finances  care  for  the  elderly  and  disabled),  and 
the  initiation  of  medicaid,  a  program  that  extended  and  formalized 
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;  Box  i-S,-- Gemanjr 

I     AH  Working  Genmzui  and  their  fBomliea  are  required  to  have 
;  health  inaiirance.  Tboee  with  km  and  middle  incomes  must 
J  partic^te  in  one  of  the  approzixDately  1400  not-fori;»ro&t 
;  health  Smrance  plana  known  as  ek^eae  ftinda.  Most  Uu^ 
collar  workera  are  aatigned  to  a  wpwSic  plan,  while  moat 
white-collar  workera  may  diooae  among  ptan«.  In  addition, 
about  26  percent  of  the  population  earn  incomes  high  enough 
to  allow  them  to  opt  out  of  the  rickneee  funds  and  purchaae 
private  insurance;  over  <me-third  of  thoae  eligible  do  so.  Out-of- 
pocket  payments  in  the  dcknees  flmds  are  very  low.  The  sick- 
.  ness  funds  are  financed  primarily  fnnn  payroll  taxes,  and  pre- 
mium rates  can  vary  substantially  according  to  the  fund*  Gen- 
eral revenues  are  used  to  fund  coverage  for  the  nonworking 
poor,  who  are  insured  through  the  sickness  funds. 

German  physicians  belong  to  regional  associations  that  n^o- 
tiate  lump-sum  budgets  with  the  sickness  funds.  Individual 
I^ysicians  are  then  reimbursed  by  the  physicians'  associations 
on  a  fee-for-service  basis,  with  the  fees  adjusted  retroactively  to 
comply  with  the  n^otiated  budget.  Hospitals  are  paid  operat- 
ing costs  n^otiated  between  the  hospitals  and  sickness  funds 
and  pay  the  salaries  of  their  staff  physicians  out  of  these  oper- 
ating costs.  Hospital  capital  investments  are  mainly  paid  for 
by  State  governments. 

Germans  make  many  more  physician  visits  per  year  than 
Americans,  but  the  average  visit  is  much  briefer,  Germans  also 
spend  more  days  in  the  hospital,  on  average,  than  do  Ameri- 
cans. The  ratio  of  hospital  staff  to  patients,  however,  is  much 
lower  in  Germany  than  in  the  United  States,  and  Germany 
does  not  have  as  much  high-technology  equipment.  Physicians 
spend>  on  average,  more  time  with  privately  insured  patients 
than  with  those  enrolled  in  the  sickness  funds,  and  hospitals 
provide  special  facilities  for  these  patients. 


existing  programs  to  finance  health  care  for  the  poor.  ^^^P'/ 
odar  1st  of  the  financial  responsibility  f^^'^^^. 

care  decisions:  ir^tead  most  Americans  have  relatively  httle  expo 

sure  to  the  cost  implications  of  these  decisions. 
EMPLOYER-PROVIDED  BENEFITS 

Large  numbers  of  American  employers  first  began  offering 
lealth  insurance  benefits  to  their  employees  durmg  World  War  !  . 
DurinVand  after  the  war.  Federal  wage  and  price  controls  led  bus^ 
Lsis  to  expand  nonwage  benefits  such  as  health  care-wh.ch 
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Box4-3<-4JiiitedKlhfddiii  ;  ^ 

In  the  United  KingdotUt  the  National  Health  Service  (SffB^ 
finances  and  delivers  health  care.  All  residents  are  eligible  to 
receive  care  through  the  NHS,  although  a  small  but  growing 
private  insurance  market  also  exists.  The  NHS  is  financed  pri- 
marily from  general  revenues  and  only  very  low  copayments 

are  required  for  a  limited  number  of  goods  and  services.  

Almost  all  physicians  are  employed  by  the  government, 
which  also  owns  most  of  the  hospitals.  Gtffice-based  primary- 
physicians  who  are  part  of  the  NHS  are  compensated  in 
part  through  payments  for  eiEich  patient,  adjusted  accordii^g  to 
the  pittenfit  a^e.^Sijedaliiei  aiii  salariea'antf  in^y^l^  ' 
thoee  patients  who  hjatve  been  referred  by  a  general  practttkmer* 
Eiqwnditures  per  person  are  much  lower  in  the  United  King* 
dom  than  in  other  developed  countries.  Health  dire  b(  the 
United  Kingdom  is  charaet*riaad  by  a  mudh  lower  level  of  hl|^ 
technology  and  fewer  physicians  per  capita  than  tii  fi*nft4fi: 
Germaoy,  or  the  United  States,  There  are  1^  widttbg  Koeafdi'. 
many  hii^-cost^  nonemftftency  prooedurea,- and  plqritfctn  ^iMi . 


were  exempt  from  the  controls — in  order  to  attract  workers.  By 
1960.  private  employers  were  paying  for  about  13  percent  of  nation- 
al health  care  expenditures,  and  today,  most  Americans  receive 
health  insurance  benefits  through  their  employers  (Chart  4-2). 

Tax  Treatment  of  Benefits 

Tax  provisions  that  exempt  employer-provided  health  insurance 
from  Federal  and  State  income  taxes  encourage  the  spread  of  such 
insurance.  Employees  do  not  pay  tax  on  the  share  of  their  compen- 
sation that  comes  to  them  in  the  form  of  employer-paid  health  in- 
surance. This  preferential  tax  treatment  is  effectively  a  govern- 
ment subsidy.  The  amount  of  the  subsidy  depends  on  the  worker  s 
tax  rate:  the  higher  the  tax  rate,  the  greater  the  subsidy.  The 
greater  the  subsidy,  the  more  likely  workers  are  to  want  a  larger 
part  of  their  compensation  in  the  form  of  health  insurance. 

Firms  can  increase  the  generosity  of  a  health  insurance  package 
by  lowering  deductibles  (the  fixed  amounts  that  policyholders  must 
pay  toward  bills  each  year  before  any  insurance  payments  are 
made),  copayment  rates  (the  share  of  medical  bills  that  must  be 
paid  by  policyholders),  or  the  employee's  share  of  premiums.  Em- 
ployers may  also  expand  the  range  of  services  included  in  policies, 
as  they  did  during  the  1980s,  when  an  increasing  proportion  began 
to  offer  vision  and  home  health  care  benefits.  Between  1972  and 
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Chart  4-1    Taytng  for  Health  Car*  Expandituras:  1990  and  1990 

The  share  of  health  expenditures  paid  f o;  out  of  pocket  has  fallen  substantlatiy  since  1 960. 


1960  1990 


B  Out  of  Pocket   0  Private  Insurers   ^  Government   [~~]  Other 
Source,  Hcaim  Care  Fmancng  Admimstfauon 

1989  the  total  cost  of  all  deductibles,  co payments,  and  employee- 
paid  insurance  premiums  remained  almost  constant  as  a  share  of 
after-tax  income,  at  about  5  percent,  despite  the  sharp  increase  in 
overall  health  care  expenditures. 

As  tax  rates  have  changed  over  time,  so  has  the  proportion  of 
health  care  expenditures  funded  by  employer  payments.  In  1965» 
when  the  marginal  combined  Federal  tax  rate  of  the  median 
worker  (including  the  Federal  income  tax  and  the  employee's  and 
employer  s  shares  of  the  Social  Security  and  medicare  tax),  was  17 
percent,  private  employer  contributions  for  private  health  insur- 
ance accounted  for  14  percent  of  U.S.  national  health  care  expendi- 
tures. By  1982,  when  the  combined  marginal  rate  reached  38  per- 
cent, 21  percent  of  U.S.  health  expenditures  were  accounted  for  by 
private  employer  contributions  for  private  insurance.  During  the 
1980s,  the  marginal  combined  tax  rate  of  the  median  worker  fell 
(to  30  percent  in  1990)  and  the  share  of  national  health  care  ex- 
penditures paid  for  by  private  employer  contributions  stopped 
rising,  remaining  at  about  its  1982  level,  although  the  dollar 
amount  of  employer  health  care  expenditures  continued  to  in- 
crease. 
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Chart  4-2    Hoalth  Insuranc*  Covaraga 

Most  Americans  receive  health  insurance  through  their  em  plovers. 


59% 


Percent  of  population 
by  insurance  provider 

Noie  Other  .nck.des  <or  example,  pr.vaicly  purchased  health  .nsu^anc?  .ind  the  OepanmcnJ  of  Veterans 
Affairs 

Sou'ces  Depart'^enj  of  Commerce  ar^d  CongresSior^al  Research  Service 

Employer-sponsored  insurance  is  also  exempt  from  State  income 
taxes  in  most  States,  but  these  taxes  are  not  included  in  the  above 
figures.  State  income  taxes  currently  range  between  0  and  12  per- 
cent, so  that  for  most  people  the  entire  tax  subsidy  is  greater  than 
the  Federal  subsidy. 

By  not  taxing  benefits  as  income,  the  government  is  effectively 
forgoing  revenues  that  could  be  used  to  lower  tax  rates.  If  ail  the 
health  insurance  benefits  expected  to  be  provided  in  1993  were 
counted  as  part  of  Americans'  taxable  income,  the  Federal  Govf>-n- 
ment  would  collect  approximately  ^^05  billion  in  additional  reve- 
nues. 

Insurance  Costs  and  Money  V/a^^es 

A  firm's  cost  of  health  insurance  must  be  passed  along  to  some- 
one--customers,  owners,  employees,  suppliers,  or  some  combination 
of  these  groups.  In  most  cases,  employers  are  constrained  in  their 
ability  to  pass  along  these  costs  to  their  customers,  owners,  and  sup- 
pliers. In  general,  when  health  insurance  costs  rise,  firms  must  raise 
the  cash  component  of  wages  less  than  they  otherwise  would  in 
order  to  meet  the  higher  health  insurance  costs. 
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Between  l5)73  and  1989,  employers*  contributions  to  health  insur- 
ance absorbed  more  than  one-half  of  workers'  real  gains  in  compen- 
sation. Much  of  the  growth  in  compensation  reported  for  the  19803 
took  the  form  of  higher  health  insurance  premiums. 

THE  GOVERNMENT'S  ROLE 

Until  the  mid-1960s,  the  government's  role  in  the  provision  and 
financing  of  health  care  was  limited  primarily  to  prevention  and 
medical  research.  Some  government  health  care  spending  contin- 
ues to  be  targeted  to  these  areas.  The  Federal  Government  spent 
over  $22  billion  in  1992  on  preventive  health  efforts,  including 
$594  million  spent  for  AIDS  prevention  and  $297  million  for  child- 
hood immunizations.  In  1990  the  Federal  Government  spent  about 
$10  billion  to  fund  medical  research.  Since  the  mid-1960s,  the  gov- 
ernment has  also  taken  an  active  role  in  providing  health  insur- 
ance. 

Medicare 

Medicare,  a  nationmde  Federal  health  insurance  program  that 
began  in  1966  for  people  over  65  and  for  those  with  disabilities,  is 
comprised  of  a  hospital  insurance  program  and  a  supplementary 
medical  insurance  program.  Most  Americans  over  the  age  of  65  are 
eligible  for  medicare  hospital  insurance  benefits,  which  they  re- 
ceive without  paying  a  special  premium.  Some  disabled  persons 
under  65  and  most  people  who  suffer  from  chronic  kidney  disease 
are  eligible  for  medicare  hospital  benefits. 

Medicare  hospital  benefits  cover  all  reasonable  costs  for  60  days 
of  inpatient  hospital  care  per  year,  after  a  $676  deductible;  days  61 
through  90  are  covered  with  a  daily  copayment  of  $169.  In  addition, 
those  insured  through  medicare  have  a  60-day  lifetime  reserve  for 
hospitalizations  exceeding  90  days,  during  which  they  must  contrib- 
ute $338  a  day  toward  the  cost  of  their  care.  (These  deductible  and 
patient  payment  amounts  are  for  calendar  year  1993.)  Medicare 
hospital  insurance  also  provides  limited  coverage  for  poethospital 
nursing  services,  home  health  care,  and  hospice  care  for  the  termi- 
nally ill. 

Participation  in  the  medical  insurance  portion  of  medicare  is  vol- 
untary. For  a  monthly  premium  of  $36.60,  people  65  and  over  and 
all  others  eligible  for  hospital  benefits  may  purchase  medical  insur- 
ance. When  the  medicare  program  began,  premium  income  fi- 
nanced half  the  cost  of  supplementary  medical  insurance  but  today 
premiums  cover  only  about  one-quarter  of  the  costs  of  these  bene- 
fits and  general  tax  revenues  cover  the  r^smainder.  Medicare  medi- 
cal insurance  covers  physician  services,  laboratory  and  other  diag- 
nostic tests,  and  outpatient  hospital  services.  It  generally  pays  80 
percent  of  the  approved  amount  for  each  service  with  an  annual 
deductible  of  $100. 
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Many  medicare  beneficiaries  purchase  additional  private  insur- 
ance, called  medigap  insurance,  to  cover  deductibles  and  copay- 
ments  that  are  not  paid  by  medicare.  In  1990,  77  percent  of  medi- 
care beneficiaries  had  medigap  insurance.  Of  these,  some  44  per- 
cent purchased  such  insurance  directly;  another  40  percent  were 
retirees  receiving  medigap  coverage  through  their  former  employ- 
ers. For  medicare  recipients  below  the  poverty  level,  another  gov- 
ernment pr<^am,  medicaid  (discussed  below),  provides  this  addi- 
tional coverage.  A  recent  change  in  Federal  law  requires  that  all 
medigap  insurance  must  cover  all  patient  payments  for  hospital 
and  medical  care  except  the  deductibles.  Purchasers  of  medigap  in- 
surance have  relatively  few  outof-pocket  expenses  for  hospital  and 
physician  bills.  New  medicare  beneficiaries  (those  who  have  just 
turned  65)  are  guaranteed  the  right  to  purchase  medigap  insurance 
at  the  same  rate  regardless  of  their  health  status. 

Medicaid 

Medicaid  is  a  Federal-State  matching  entitlement  program  that 
provides  medical  benefits  to  low-income  individuals  including  the 
elderly,  blind,  disabled,  children,  adults  with  dependent  children, 
and  some  pregnant  women.  Eligibility  for  medicaid  has  been  tied  to 
participation  in  the  aid  to  families  with  dependent  children  (AFDC) 
or  supplemental  security  income  program.  In  1986,  the  CJongress 
extended  medicaid  coverage  to  pregnant  women  and  children 
under  6  whose  family  incomes  fall  below  133  percent  of  the  Federal 
poverty  level.  States  may  choose  to  cover  all  pregnant  women  and 
all  children  under  the  age  of  1  with  family  incomes  of  up  to  185 
percent  of  the  Federal  poverty  level,  and  29  States  currently  do  so. 
By  2002,  the  medicaid  program  will  be  required  to  provide  coverage 
for  all  children  under  18  whose  families  are  below  the  Federal  pov- 
erty line. 

For  some  senior  citizens  whose  incomes  are  below  the  poverty 
line  and  who  receive  medicare  benefits,  medicaid  pays  deductibles 
and  copayments  for  physician  and  hospital  expenses.  Medicaid  also 
covers  long-term  nursing  home  care:  some  25  percent  of  all  medic- 
aid expenses  in  1987  were  for  nursing  home  care  for  those  over  65. 

Each  State  administers  its  own  medicaid  program  according  to 
Federal  eligibility  guidelines.  The  Federal  Government  contributes 
50  percent  of  the  State's  administrative  costs  and  a  percentage  of 
the  medical  expenses  based  on  a  matching  formula  that  gives  more 
money  to  poor  than  to  wealthy  States.  The  Federal  share  of  medic- 
aid costs  ranges  from  a  low  of  50  percent  to  a  high  of  79  percent. 
Federal  law  mandates  that  medicaid  beneficiaries  can  be  required 
to  pay  only  small  copayments. 

In  1990,  25.3  million  persons  received  medicaid  benefits.  Expendi- 
tures for  the  aged,  blind,  and  disabled,  who  account  for  only  27  per- 
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cent  of  the  caseload,  made  up  about  70  percent  of  the  outlays.  De- 
pendent children  accounted  for  only  H  percent  of  medicaid  outlays, 

RECENT  CHANGES  IN  THE  PROVISION  OF  CARE 

Until  the  late  1970s,  most  providers  of  health  care  in  the  United 
States  were  paid  using  a  system  called  retrospective  reimburse- 
ment that  paid  for  each  service  provided,  encouraging  providers  to 
increase  their  services.  Hospitals  and  physicians  had  incentives  to 
counsel  patients  to  accept  more  and  costlier  treatments,  and  in- 
sured patients  had  little  reason  to  question  these  recommendations 
because  services  were  paid  for  largely  by  insurance.  Physicians  and 
hospitals  competed  for  patients  by  improving  the  quality  of  their 
services,  driving  up  prices. 

During  the  19808,  some  attempts  were  made  to  control  expendi- 
tures by  encouraging  physicians  and  hospitals  to  compete  in  ways 
that  keep  costs  down.  Competition  among  insurers  led  to  an  in- 
crease in  the  use  of  innovative  payment  methods  that,  in  turn, 
have  begun  to  create  an  environment  in  which  competition  among 
providers  may  lead  to  lower  health  care  costs. 

Institutional  Responses:  Capitation  and  Coordinated  Care 

Under  retrospective  reimbursement,  insurers  paid  physicians 
and  hospitals  for  the  costs  of  services  after  the  fact.  There  were  few 
restrictions  on  payments,  and  providers  had  little  reason  to  com- 
pare the  costs  and  benefits  of  services  for  insured  patients.  Insurers 
using  the  retrospective  reimbursement  system  responded  to  rapidly 
rising  expenditures  by  reviewing  physician  behavior  more  closely. 
This  oversight  has  taken  different  forms,  including  increased  moni- 
toring, or  case  management,  for  more  costly  cases  (a  procedure 
used  by  an  estimated  67  percent  of  employers  in  1991)  and  require- 
ments that  patients  seek  a  second  opinion  before  undergoing  sur- 
gery (used  by  about  49  percent  of  employers  in  1991). 

As  health  care  expenditures  rose  during  the  1970s  and  1980s, 
however,  insurers  also  experimented  with  alternative  reimburse- 
ment strategies  that  would  create  incentives  to  control  expendi- 
tures while  ensuring  quality  care.  One  major  innovation  was  the 
expansion  of  coordinated  care  programs  that  use  capitation-based 
reimbursement  and  direct  review  of  the  utilization  of  medical  and 
hospital  services  (Box  4-4). 

Under  capitation-based  reimbursement,  physicians  receive  an 
annual  payment  for  each  patient  in  their  care,  regardless  of  the 
services  a  patient  uses  during  the  year.  Coordinated  care  organiza- 
tions, which  include  health  maintenance  organizations  (HMOs)  and 
preferred  provider  organizations,  often  use  the  capitation  system  to 
pay  providers.  By  1990,  33  million  Americans  were  receiving  care 
through  HMOs,  over  5  times  as  many  as  had  15  years  earlier. 
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Box  4-4.<-€o«rdlmtod  Owe 

The  term  "coordinated  care''  daeeribet «  variety  of  arrange- 
menti  that  increaee  coordination  and  managemmt  of  health 
care  services.  The  beeMmown  form  of  coordinated  care  ia  the 
HMO,  which  iMrovidee  ita  leryicee  throui^  a  iini^  group  of 
doctors  and  other  health  care  provideia.  Individuali  enrolled  in 
an  HMO  pay  a  spedfic  annual  fee,  regardless  of  the  aervicee 
they  receive,  althoui^  a  small  oopayment  is  sometimes 
charged  for  servicee. 

Another  pc^mlar  form  of  ooordiuted  care  is  the  preferred 
provider  organization,  which  coqtraicls  with  a  group  .ef  piDvid* 
ers  who  are  r^buraed  for  aervice*  based  on  a  nsgotiatid  tm 
schedule.  Preferred  provider  ofganisaftiocie  usually  ineorporal^ 
programs  to  monitor  the  use  ef  services  to  ensure  that  physi- 
cians do  not  oflbet  lower  Ma  with  iacrsassd  voUume. 

Coordinated  care  programi  have  been  shown  to  reduce  ex- 
pendituree  while  maintaining  Urn  quali^  of  care « Some  studisf 
have  found  that  ooordliiiated  care  progrpms  reduced  the  cqet  of 
cars  Iqr  aa  mudi  as  SO  liiosBt 

Althou^  comlinatsi  <«vs  IMP  beobint  incrsesingiy  ooantnon 
in  the  private  sector*  it  has  not  hsMSO  ae  popular  in  jpuWic  in- 
surance fffograms.  Medicare  bsgan  entering  into  oontracts 
with  HMOs  in  the  mid-lMOs.  Becaua^  medicare  bene^ciaries 
have  few  inoentivea  to  join  HMOs^  however,  vecy  km  have 
done  so.  Congressiottal  restrictlone  on  the  use  of  coordinated 
care  by  State  medicaid  programs  have  impeded  the  growth  of 
such  arrangements  fat  medtcaid  recipients  and  fower  than  10 
percent  of  medicaid  beneficiaries  currently  receive  care 
th  rough  theee  arrangements. 


These  innovations,  which  have  occurred  largely  in  the  private  in- 
surance market,  have  reduced  health  care  expenditures  while  offer- 
ing health  care  that  is  at  least  as  good  as  that  of  traditional  retro- 
spectively reimbursed  medicine.  In  fact,  capitation-based  payment 
gives  physicians  a  financial  incentive  to  invest  in  preventive  care, 
because  they  benefit  financially  when  their  patients  remain 
healthy.  Studies  show  that  costs  have  risen  more  slowly  in  health 
care  markets  where  there  is  vigorous  competition  among  many  co- 
ordinated care  providers. 

Diagnosis-Related  Groups 

In  an  effort  to  control  rising  hospital  expenses,  which  make  up 
the  bulk  of  medicare  payments,  the  Federal  Government  in  1983 
replaced  the  existing  retrospective  payment  system  with  a  prospec- 
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tive  payment  system.  The  new  system  reimburses  hospitals  with  a 
fixed  amount  for  each  patient  based  on  the  patient's  diagnosis, 
rather  than  on  the  services  provided.  A  medicare  patient  admitted 
to  a  hospital  is  now  classified  as  belonging  to  one  of  470  diagnosis- 
related  groups  (DRGs)  that  form  the  basis  for  payment. 

In  principle,  hospitals  could  compete  to  offer  care  for  a  particular 
DRG  at  the  lowest  price.  The  medicare  program,  however,  has  set 
fees  for  each  DRG,  limiting  the  opportunities  for  price  competition 
among  hospitals.  Payment  for  each  DRG  is  based  on  the  average 
cost  of  treatment  but  may  vary  according  to  r^on  and  type  of  hos- 
pital. Hospitals  that  can  provide  care  at  less  than  the  average  cost 
profit  from  this  system. 

Hospitals  have  responded  to  the  new  incentives  the  DRG  system 
provides.  The  length  of  the  average  hospital  stay  has  fallen  signifi- 
cantly. A  study  that  compared  hospital  costs  under  DRGs  with  esti- 
mates of  what  costs  would  have  been  without  DRGs  suggests  that 
the  system  led  to  a  one-time  decline  of  about  20  percent  of  the  cost 
of  hospital  care  paid  for  by  medicare.  The  DRG  system  may  also 
slow  increases  in  expenditures  by  removing  the  incentive  that  oper- 
ated under  retrospective  reimbursement  to  add  costly  services.  Fi- 
nally, a  substantial  amount  of  evidence  suggests  that  the  DRG 
system  has  not  reduced  the  quality  of  care  medicare  patients  re- 
ceive, even  though  it  provides  hospitals  with  an  incentive  to  limit 
the  services  provided  to  a  patient  with  a  particular  diagnosis. 

The  Resource-Based  Relative  Value  Scale  for  Paying 
Physicians 

In  response  to  the  increases  in  physician  expenditures  during  the 
1980s,  the  medicare  program  in  1992  began  implementing  a  new 
fee  system  for  physicians.  The  old  system  had  reimbursed  physi- 
cians the  customary  fee,  a  practice  that  could  lead  to  cost  spirals.  If 
one  physician  raised  fees,  the  average  would  rise,  and  this  increase 
could  be  included  in  the  next  fee  schedule. 

With  the  new  resource-based  relative  value  scale,  the  Federal 
Government  sets  the  fee  medicare  pays  for  each  service  according 
to  the  complexity  and  duration  of  the  treatment.  The  current  scale 
has  greatly  increased  the  reimbursement  for  evaluative  functions 
and  red*^  ced  the  reimbursement  for  surge 

Unfortunately,  the  method  used  to  determine  the  new  fee  sched- 
ule may  not  be  sound.  Theoretically,  fees  should  reflect  not  only 
time  and  effort  but  also  demand  for  the  service  and  the  willingness 
of  physicians  to  perform  it.  Unless  a  fee  schedule  takes  into  ac- 
count these  fundamental  economic  forces,  it  is  likely  to  lead  to 
shortages  and  surpluses  in  particular  specialties,  especially  those 
with  changing  technology. 
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SUMMARY 

•  Improvements  in  technology  and  behavioral  changes  have  led 
to  significant  improvements  in  Americans'  overall  health. 
Americans  are  living  longer,  healthier  lives,  free  from  many 
life-threatening  illnesses.  Many  serious  problems  have  devel- 
oped, however,  including  AIDS  and  a  recurrence  of  tuberculo- 
sis. 

•  The  government's  share  of  total  health  expenditures  has  in- 
creased and  the  share  of  patient  out-of-pocket  spending  in  total 
health  expenses  has  been  falling.  People  have  much  less  re- 
sponsibility for  the  financial  consequences  of  their  health  care 
decisions  than  they  did  thirty  years  ago. 

•  Most  Americans  are  insured  through  their  employers.  Employ- 
er-provided insurance  benefits  have  increased  dramatically 
since  World  War  II,  in  part  because  such  benefits  are  excluded 
from  employees'  taxable  income.  Employees  pay  for  increases 
in  health  care  costs  mainly  through  lower  wages.  Individual 
expenditures  for  deductibles,  copayments,  and  insurance  pre- 
miums remained  roughly  constant  as  a  sbare  of  after-tax 
income  between  1972  and  1989. 

•  Insurers  have  responded  to  cost  increases  with  innovative 
changes  in  the  financing  of  care,  moving  away  from  fee-for- 
service,  retrospective  reimbursement  of  independent  providers 
to  prospective,  capitation-based  reimbursement  of  networks  of 
providers. 

RISING  EXPENDITURES,  DECLINING  INSURANCE 
COVERAGE 

The  impetus  for  health  care  reform  is  driven  by  two  concerns: 
the  rapid  rise  in  health  care  expenditures  and  the  increasing  per- 
centage of  Americans  who  lack  health  insurance. 

TRENDS  IN  HEALTH  CARE  EXPENDITURES 

Chart  4-3  shows  the  change  in  spending  on  health  care  since 
1960.  Some  increases  were  due  to  the  expansion  of  health  insur- 
ance benefits  through  the  establishment  of  the  medicaid  and  medi- 
care programs  in  the  mid-1960s.  Health  care  spending  has  contin- 
ued to  escalate  since  then. 

Studies  that  examine  patterns  of  health  care  spending  across 
countries  show  that  the  share  of  income  countries  devote  to  health 
care  usually  rises  with  national  income.  Health  expenditures  in  the 
United  States  are  no  exception.  Expenditures  rose  more  quickly 
than  incomes  between  1960  and  1990,  from  5  percent  of  gross  na- 
tional product  (GNP)  in  1960  to  12  percent. 
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Chart  4-3   Rati  Par  Capita  Haalth  Cara  Exptndituras 

Real  per  capita  health  care  expenditures  have  been  rising  at  an  average  annual  rate  of  4.6 
percent  since  1960. 
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Notfl-  Expenditures  are  deflated  by  nonmedical  care  component  of  CPI-U    Growth  rate  of  log  trend 
IS  4.6  percent  per  year. 

Sources.  Department  of  Latx^r  and  Organization  for  Economic  Cooperatton  and  Development. 


Health  expenditures  are  not  greatly  affected  by  short-term 
changes  in  economic  conditions.  Health  care  costs  often  continue  to 
grow  during  economic  downturns,  so  that  the  share  of  national 
income  devoted  to  health  care  may  rise  during  a  recession  and  fall 
when  prosperity  returns. 

HEALTH  CARE  EXPENDITURES  IN  OTHER  DEVELOPED 
COUNTRIES 

America  is  not  alone:  Germany,  the  United  Kingdom,  Canada,  and 
other  industrialized  countries  all  experienced  large  increases  in 
health  care  spending  between  1960  and  1990.  As  Chart  4-4  shows, 
spending  in  Germany  increased  rapidly  between  1960  and  1980.  but 
slowed  sharply  in  the  1980s.  In  Canada,  the  United  Kingdom,  and 
the  United  States,  expenditures  increased  rapidly  in  all  three  dec- 
ades. Although  outlays  for  health  care  have  increased  substantially 
in  all  four  countries,  per  capita  health  care  spending  in  the  United 
States  has  historically  been  considerably  higher  than  in  the  other 
three  countries.  The  United  States  currently  spends  about  1.5 
times  as  much  on  per  capita  health  care  as  Canada,  about  1.7  times 
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as  much  as  Germany,  and  about  2.6  times  as  much  as  the  United 
Kingdom. 

Chart  4-4  Growth  in  Real       C«ptt«  H«ahh  C«re  Expenditures  in  Selected  Countries 

Other  countries  have  also  experienced  substantial  increases  in  health  care  expenditures 
since  1960. 

Percent  change  per  year 


^  Germany   |  Umled  Kingdom    Q  Canada    ^  United  States 
Note  Expenditure  m  national  currency  detlaied  by  GDP  pncc  indexes  tor  ail  items. 
Source.  Orgam/aiion  tor  Economic  Cooperation  and  Ocveloomcnt 

The  rapid  growth  in  health  care  spending  in  the  United  States, 
Canada,  Germany,  and  the  United  Kingdom  is  somewhat  surpris- 
ing because  th5;se  countries  have  very  different  systems  of  health 
care  financing  and  provision.  As  health  care  expenditures  continue 
to  increase,  each  of  these  countries  is  considering  health  care 
reform.  In  some  cases,  these  reform  proposals  include  incorporating 
features  of  U.S.  health  care  financing  and  provision.  The  United 
Kingdom  and  Canada  have  been  experimenting  with  coordinated 
care  systems,  (he  United  Kingdom  has  been  developing  versions  of 
DRGs,  while  Germany  has  been  increasing  the  use  of  patient  copay- 
men  (s. 

THE  UNINSURED 

Besides  rising  costs,  the  other  major  problem  in  U.S.  health  care 
has  been  the  increasing  number  of  Americans  who  lack  insur- 
ance— over  35  million  people,  according  to  current  estimates.  Be- 
cause so  many  Americans  receive  health  insurance  through  their 
employers,  the  percentage  of  Americans  without  health  insurance 
is  affected  by  changes  in  employment.  The  number  of  uninsured. 
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however,  increased  during  the  1980s,  even  during  periods  of  eco- 
nomic growth. 

Who  Are  the  Uninsured? 

Although  medicaid  covers  many  of  the  very  poor,  about  47  per- 
cent of  those  with  incomes  below  the  poverty  line,  the  probability 
of  being  uninsured  is  highest  among  those  with  low  incomes.  As  in- 
comes rise,  so  does  the  probability  of  having  health  insurance. 

Those  in  the  18-35  age  group  are  more  likely  to  be  uninsured 
than  those  of  other  ages.  These  young  adults,  most  in  good  health, 
may  have  been  covered  previously  by  their  parents'  health  insur- 
ance. Young  adults  who  work  are  more  likely  than  other  workers 
not  to  accept  health  insurance  coverage  even  when  their  employers 
offer  it,  and  young  adults  who  lose  their  jobs  are  the  least  likely  to 
pay  to  retain  their  health  insurance. 

Most  uninsured  people  report  that  their  health  is  good  or  excel- 
lent relative  to  others  of  the  same  age.  The  population  of  unin- 
sured Americans,  however,  also  contains  a  group  that  is  much 
sicker  than  average,  with  serious  chronic  health  conditions.  The 
chronically  ill,  who  are  very  likely  to  incur  high  health  care  costs, 
may  find  it  very  costly  to  obtain  insurance. 
Other  Problems  with  Insurance  Coverage 

Health  insurance  is  also  a  concern  for  people  with  limited  insur- 
ance coverage  and  for  those  whose  insurance  ties  them  to  a  specific 
employer.  Some  people  with  insurance  are  susceptible  to  large  out- 
of-pocket  expenses,  either  as  copayments  or  for  services  that  their 
insurance  does  not  cover.  Estimates  from  the  mid-1980s  suggest 
that  7  percent  of  privately  insured  Americans  under  the  age  of  65 
face  a  1-percent  chance  of  spending  at  least  one-fifth  of  their  family 
mcome  on  health  care.  Over  20  percent  of  those  over  65  have  not 
purchased  supplementary  medigap  policies  that  cover  medicare  co- 
payments  and  do  not  qualify  for  medicaid;  they  also  may  be  subject 
to  substantial  financial  burdens  if  they  become  seriously  ill. 

Those  whose  health  insurance  ties  tliem  to  a  specific  employer 
face  a  different  problem.  Most  private  health  insurance  contracts 
contam  preexisting  condition  clauses  limiting  or  excluding  cover- 
age for  conditions  that  began  before  the  policy  went  into  effect. 
These  restrictions  can  force  people  with  chronic  conditions  to  stay 
with  one  job  when  they  would  prefer  to  move  to  another.  Even 
those  without  chronic  conditions  may  avoid  changing  jobs  because 
they  prefer  to  stay  with  one  insurer.  A  recent  survey  found  that 
over  25  percent  of  American  households  included  a  family  member 
who  stayed  in  a  job  because  of  health  coverage. 

Gaps  in  Employer-Provided  Health  Insurance  Coverage 

Although  not  having  a  job  greatly  increases  the  probability  that 
an  individual  is  not  insured,  the  majority  of  uninsured  Americans 
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are*  workers  or  their  dependents.  Workers  may  lack  health  insur- 
ance because  their  firm  does  not  offer  it,  because  they  do  not  work 
enough  hours  to  qualify  for  benefits,  or  because  they  have  been  of- 
fered insurance  and  have  chosen  not  to  take  it.  While  almost  all 
large  firms  in  the  United  States  offer  health  insurance  to  their 
workers,  small  firms  are  far  less  likely  to  do  so  (Chart  4-5). 

Chart  4-5   Employ«r-Provid«d  Health  Insurance,  by  Firm  Size:  1990 

Employees  of  large  firms  are  much  more  likely  than  employees  of  smaller  firms  to  have 

health  insurance. 

Percent  of  employees 

100  j  


Firm  si^e  by  number  of  employees 

Note  Data  'or  ocrsons  accd  18-64 

Source  EmOtOvce  Benetit  Research  Insiiiute 

Three  factors  affect  the  ability  and  willingness  of  small  firms  to 
provide  health  insurance.  First,  the  administrative  costs  of  health 
insurance  per  employee  rise  rapidly  as  the  size  of  a  firm  declines. 
Second,  small  firms  are  less  able  to  self-insure  their  health  insur- 
ance coverage— that  is,  pay  expenses  from  their  own  funds  rather 
than  contracting  with  a  commercial  insurance  company.  About  65 
percent  of  all  firms  self-insured  the  health  costs  of  their  employees 
rather  than  purchasing  commercial  insurance  in  1991,  but  only  41 
percent  of  firms  with  fewer  than  500  employees  self-insured  their 
costs.  Because  small  firms  often  purchase  State-regulated  commer- 
cial insurance,  they  incur  costs  associated  with  State-mandated 
benefits  (for  example,  coverage  for  chiropractic  services)  and  pay 
State  insurance  premium  taxes.  These  mandates  can  be  quite 
costly  and  may  affect  the  probability  that  a  small  employer  will 
offer  insurance.  Self-insured  plans,  on  the  other  hand,  are  exempt- 
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ed  from  providing  State-mandated  benefits  and  paying  State  premi- 
um taxes  under  the  Federal  Employee  Retirement  Income  Security 
Act  (ERISA).  Third,  risk-spreading,  which  keeps  costs  down  by  pool- 
ing the  cost  of  possible  serious  health  problems  among  a  large 
group  is  more  difficult  in  smaller  firms.  When  one  employee  of  a 
small  enterprise  becomes  seriously  ill,  the  cost  of  premiums  for  the 
entire  group  increases  much  more  than  it  would  in  a  larger  group. 

This  last  observation  is  a  matter  of  concern.  The  purpose  of  in- 
surance should  be  to  spread  risk  so  that  premiums  do  not  increase 
in  small  groups  when  an  employee  becomes  ill.  To  improve  risk- 
spreading,  small  firms  could  purchase  health  insurance  policies 
that  remained  in  force  for  5  or  10  years,  rather  than  the  1-year 
contracts  that  are  now  customary.  High  employee  turnover  rates 
and  high  business  failure  rates  in  small  firms,  however,  may  make 
it  costly  for  insurers  and  firms  to  make  such  contracts.  Further- 
more, continuing  changes  in  medical  technology  may  make  it  risky 
for  insurance  companies  to  offer  long-term  contracts. 

Firms  are  considerably  less  likely  to  offer  health  insurance  to 
their  part-time  employees  than  to  their  full-time  employees,  mainly 
because  coverage  for  a  part-time  employee  costs  as  much  as  it  does 
for  a  full-time  employee  and  accounts  for  a  much  high<  r  share  of 
part-time  workers'  total  compensation. 

HOW  THE  UNINSURED  USE  HEALTH  CARE  SERVICES 

Those  who  lack  insurance  do  not  necessarily  forgo  all  health 
care.  They  may  pay  for  care  directly  or  may  receive  it  for  free,  pri- 
marily through  hospitals.  In  1989,  U.S.  hospitals  provided  over  $10 
billion  worth  of  free,  or  uncompensated,  care.  People  without 
health  insurance  do  use  less  health  care  than  those  with  similar 
health  problems  who  are  insured,  however. 

People  without  health  insurance  are  far  more  likely  than  those 
with  insurance  to  report  that  they  did  not  receive  health  care 
during  an  illness  because  of  financial  constraints.  Those  who  do 
seek  care  are  more  likely  to  receive  it  in  inappropriate  and  costly 
settings  such  as  emergency  rooms.  The  uninsured  are  likely  to  be 
sicker  when  they  are  admitted  to  a  hospital;  they  are  also  likely  to 
be  discharged  from  the  hospital  earlier  than  their  insured  counter- 
parts. 

New  estimates  suggest  that  outK>f-pocket  health  expenditures 
among  the  uninsured  are  lower  than  they  are  among  insured 
people  with  similar  incomes  and  are  far  less  than  the  cost  of  pur- 
chasing a  basic  health  insurance  policy.  Some  uninsured  people 
may  be  consciously  choosing  to  rely  on  emergency  room  care  and 
personal  savings  rather  than  purchasing  costly  health  insurance 
coverage. 
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RECENT  CHANGES  IN  THE  NUMBER  OF  UNINSURED 

Many  of  the  uninsured  are  unemployed.  Although  the  Consoli- 
dated Omnibxis  Budget  Reconciliation  Act  allows  those  who  leave 
jobs  to  continue  their  coverage  for  up  to  18  months  through  their 
employer's  health  care  plan  by  paying  the  full  cost  of  the  premium, 
only  about  20  percent  of  those  eligible  do  so.  Structural  changes  in 
the  American  labor  market  have  also  £iffected  insurance  coverage. 
Workers  are  most  likely  to  be  covered  by  health  insurance  if  they 
are  unionized  or  employed  in  the  manufacturing  sector.  But  em- 
ployment in  manufacturing  fell  from  23  percent  to  18  percent  of 
total  employment  during  the  1980s,  while  the  fraction  of  private 
sector  workers  represented  by  a  union  fell  from  19  percent  to  13 
percent  between  1983  and  1991. 

These  changes  in  the  composition  of  the  labor  force,  however,  ex- 
plain only  a  small  percentage  of  the  increase  in  the  number  of  un- 
insured. As  health  insurance  becomes  more  costly,  more  people 
may  find  it  makes  sense  for  them  to  seek  higher  wages  rather  than 
health  insurance  from  their  employers,  relying  instead  on  emer- 
gency care. 

Low-Wage  Jobs  and  Health  Insurance 

For  employers  offering  jobs  at  low  wages,  increases  in  the  cost  of 
health  insurance  make  it  especially  difHcult  to  offer  coverage. 
These  employers  cannot  lower  wages  to  help  pay  for  health  insur- 
ance, because  wages  would  then  fall  below  the  legal  minimum. 
Studies  suggest  that,  in  1989,  about  one-third  of  all  uninsured 
American  workers  earned  wages  which,  if  reduced  by  the  cost  of 
health  insurance,  would  fall  below  the  legal  minimum.  Requiring 
employers  to  provide  these  workers  with  health  insurance  is  likely  to 
lead  to  increased  unemployment  among  low-wage  workers. 

SUMMARY 

•  Spending  on  health  care  has  been  rising  steadily,  both  in  abso- 
lute terms  and  as  a  share  of  national  income.  Since  1960, 
spending  on  health  care  has  also  risen  rapidly  in  other  devel- 
oped countries,  but  the  per  capita  cost  of  health  care  is  much 
higher  in  the  United  States  than  in  other  developed  countries. 

•  The  number  of  uninsured  has  increased  recently.  Part  of  this 
mcrease  is  due  to  the  economic  slowdown,  while  part  is  due  to 
a  long-term  decline  in  employer-sponsored  health  insurance. 

•  The  uninsured  are  poorer  and  younger,  on  average,  than  the 
insured.  Although  most  are  in  good  health,  some  are  chronical- 
ly ill.  The  uninsured  do  receive  some  health  care,  but  they  re- 
ceive less  than  those  with  insurance  and  often  receive  care  in 
emergency  rooms.  Out-of-pocket  health  expenditures  among 
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the  uninsured  are  lower  than  among  insured  people  with  simi- 
lar incomes. 

•  Many  of  the  uninsured  are  workers  employed  by  small  firms. 
A  substantial  fraction  of  uninsured  workers  earn  wages  which, 
if  reduced  by  the  cost  of  health  insurance,  would  fail  below 
minimum  wage.  Requiring  employers  to  provide  insurance  to 
these  workers  would  lead  to  increased  unemployment. 

ECONOMIC  THEORY  OF  THE  HEALTH  CARE 
MARKET 

Economic  analysis  can  help  explain  much  of  the  recent  perform- 
ance of  the  American  health  care  market  and  the  problems  that 
have  emerged.  Providers  and  purchasers  of  health  care  services  re- 
spond to  the  incentives  and  restrictions  they  face,  which  stem  from 
both  the  nature  of  health  care  itself  and  the  way  it  is  financed  and 
delivered. 

PROVIDING  HEALTH  CARE  SERVICES 

Two  features  of  health  care  provision  have  significant  implica- 
tions for  costs.  First,  it  is  difficult  for  consumers  to  evaluate  the 
quality  of  health  care  services.  They  rely  on  the  advice  of  the  pro- 
vider of  the  service  in  deciding  what  to  buy.  While  the  lack  of  inde- 
pendent information  is  not  unique  to  the  health  care  market  (car 
owners  may  rely  on  mechanics),  it  can  lead  to  the  unwitting  pur- 
chase of  unnecessary,  poor  quality,  or  high-cost  services. 

Second,  to  protect  consumers  from  unscrupulous  or  incompetent 
providers,  licensing  boards  in  every  State  regulate  those  who  work 
in  health  care.  The  licensing  procedure  can  increase  the  price  of 
services  by  restricting  the  number  of  providers  and  limiting  the 
ways  that  they  nnay  compete. 

PROBLEMS  OF  MEASURING  QUALITY 

Physicians  have  much  more  information  about  treating  a  par- 
ticular illness  than  their  patients  do.  Patients  may  find  it  difficult 
to  evaluate  their  treatment;  if  they  get  better,  they  may  not  be 
able  to  tell  whether  they  have  enjoyed  a  natural  recovery  or  espe- 
cially effective  treatment.  Lack  of  information  can  make  it  difficult 
for  people  to  make  decisions  about  purchasing  health  care.  A  physi- 
cian could  charge  a  low  fee  either  because  the  services  are  pro\dded 
in  the  most  cost-saving  way  or  because  they  are  not  performed 
properly. 

People  have  tried  to  overcome  this  problem  by  evaluating  a  pri- 
mary care  physician— asking  for  recommendations  from  friends, 
for  example— and  then  accepting  the  primary  care  physician's 
advice  on  further  treatment.  But  friends  may  not  be  able  to  assess 
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quality  accurately;  their  advice  may  be  particularly  deficient  in 
evaluating  the  services  of  a  group  of  doctors  iu  a  coordinated  care 
organization. 

Information  about  provider  quality  is  especially  important  be- 
cause of  the  enormous  variation  in  the  way  American  doctors  treat 
patients  with  similar  problems.  For  example,  rates  of  use  of  some 
discretionary  procedures,  such  as  tonsillectomies,  can  be  ten  times 
as  high  in  one  county  as  in  a  neighboring  county  with  a  similar 
population.  In  many  cases,  the  use  of  such  procedures  deviates  sub- 
stantially from  what  experts  recommend.  Rates  of  mortality  for  pa- 
tients with  similar  problems  also  differ  considerably  among  hospi- 
tals. 

These  variations  suggest  that  if  consumers  could  better  evaluate 
their  care,  the  quality  of  care  could  be  improved  substantially  and 
costs  could  be  reduced.  Physicians  and  hospitals  that  offer  low-qual- 
ity care  at  high  prices  would  face  stronger  incentives  to  improve 
quality  and  reduce  costs. 
Improving  the  Quality  of  Information 

Without  a  reasonably  accurate  way  to  measure  quality,  health 
care  plans,  hospitals,  and  providers  have  a  difficult  time  competing 
on  the  basis  of  the  price  of  services  they  offer.  But  developing  such 
information  may  not  make  economic  sense  for  any  single  health 
care  provider  or  insurer,  since  setting  up  a  system  of  gathering  and 
disseminating  information  would  be  costly  and,  once  developed, 
might  well  be  copied.  The  tax  treatment  of  employer-provided  in- 
surance and  the  government*s  growing  role  in  health  care  provi- 
sion have  also  limited  the  incentives  for  private  insurers  and  pro- 
viders to  develop  ways  to  compete  by  providing  high-quality,  low- 
cost  care. 

Despite  these  impediments,  insurers  and  employers  have  recent- 
ly been  working  together  to  develop  systems  for  measuring  the 
quality  of  health  care  provided.  The  Federal  Government  has 
launched  a  major  initiative  with  the  publication  of  mortality  rates 
(adjusted  for  the  severity  of  patient  illness)  for  medicare  patients  in 
U.S.  hospitals.  A  variety  of  other  groups  are  providing  information 
in  health  care  markets,  including  a  group  that  publishes  an  annual 
guide  to  Washington-area  Federal  employee  health  plans;  the 
Pennsylvania  Health  Care  Cost  Containment  Council,  which  pub- 
lishes information  about  hospital  charges  and  mortality  rates;  and 
a  group  of  employers  in  Cleveland  that  sponsors  the  Cleveland 
Health  Quality  Choice  Project,  which  is  developing  measures  to 
compare  the  quality  of  care  in  Cleveland-area  hospitals. 

THE  SUPPLY  OF  PROVIDERS 

In  many  industries,  costs  rise  when  the  necessary  skilled  person- 
nel and  materials  are  in  short  supply.  In  most  cases,  such  short- 
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term  shortages  cause  wages  to  rise,  attracting  new  supplies  of 
skilled  workers.  Shortages  and  the  high  wages  that  they  produce 
are  unlikely  to  persist  over  time.  High  physician  incomes  might 
persist,  however,  without  leading  to  an  increased  supply  of  doctors, 
because  the  medical  profession  can,  to  some  extent,  regulate  the 
number  of  new  physicians  receiving  licenses  each  year. 

In  the  past,  physicians'  associations  have  also  kept  doctors  from 
competing  on  the  basis  of  price.  Until  1982,  these  organizations  re- 
stricted their  members'  ability  to  advertise  services.  For  many 
years,  professional  associations  controlled  the  types  of  fee  arrange- 
ments that  doctors  could  accept,  stifling  the  growth  of  coordinated 
care.  These  problems  are  less  serious  today.  The  number  of  practic- 
ing doctors  has  increased  greatly  and  the  profession's  ability  to 
limit  price  competition  has  declined. 

HEALTH  INSURANCE 

The  need  for  health  care  depends,  in  part,  on  somewhat  unpre- 
dictable and  costly  events,  such  as  a  serious  illness  or  accident. 
People  can  respond  to  the  risk  of  such  possibilities  by  self-insuring, 
or  saving  money  to  pay  for  potential  expenses;  by  investing  in  pre- 
ventive health  care;  or  by  purchasing  health  insurance. 

Insurance  is  most  valuable  when  it  protects  people  against  uncer- 
tain events  that  carry  a  high  risk  of  substantial  financial  loss. 
Thus,  early  insurance  plans  were  set  up  to  cover  costly  hospital  ex- 
penses. By  1960,  insurance  covered  most  hospital  care,  but  people 
generally  paid  for  other  services  themselves.  In  recent  years,  how- 
ever, insurance  coverage  has  expanded  to  cover  other  services.  The 
share  of  out-of-pocket  expenses  for  relatively  predictable  and  inex- 
pensive services  (such  as  physician  services,  dental  care,  and  phar- 
maceuticals) has  been  declining  steadily  (Chart  4-6). 
Insurance  can  Lead  to  Overconsumption  of  Services 

All  insurance,  whether  privately  or  publicly  provided,  affects  the 
incentives  of  the  insured.  Because  they  are  protected  against  the 
full  cost  of  a  serious  illness  or  injury,  the  insured  have  less  incen- 
tive to  take  steps  to  limit  the  losses  associated  with  such  events. 
The  change  in  incentives  that  results  from  the  purchase  of  insur- 
ance is  known  by  economists  as  "moral  hazard."  To  economists,  the 
term  carries  no  connotation  of  dishonesty. 

Moral  hazard  typically  refers  to  a  reduction  in  the  incentive  to 
avoid  undesirable  events.  For  example,  people  insured  against  car 
theft  may  leave  their  doors  unlocked,  increasing  the  chance  that 
their  cars  may  be  stolen.  People  with  health  insurance  may  be  just 
as  careful  as  the  uninsured  about  avoiding  health  risks,  but  they 
also  respond  to  the  incentives  produced  through  insurance  by  using 
more  health  care  services.  They  are  likely  to  go  to  the  doctor  more 
often  and  choose  more  complex  procedures.  Among  health  econo- 
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Chart  4-6  Shara  o<  Haahh  Cara  txpaoaaa  ^  Out  of  Pock<*t 

The  shara  of  expenses  paid  out  of  pocket  varies  considerably  among  services  but 
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mists,  the  term  moral  hazard  has  come  to  include  this  incentive  for 
the  overconsumption  of  health  care  services,  which  adds  to  total 
health  care  costs. 

Studies  suggest  that  the  overconsumption  of  services  due  to 
moral  hazard  is  an  important  factor  in  rising  health  care  costs. 
One  study  in  the  1970s  gave  one  group  of  randomly  selected  fami- 
lies health  ,  insurance  policies  that  provided  them  with  full  insur- 
ance for  all  health  care  services  and  another  group  a  catastrophic 
health  insurance  plan  and  a  corresponding  cash  payment  (for  ex- 
ample, a  health  insurance  policy  with  a  $1,000  deductible  together 
with  a  cash  payment  of  $1»000).  Although  both  families  were  equal- 
ly well  indemnified,  those  who  were  fully  insured  used  nearly  30 
percent  more  services  than  those  with  the  catastrophic  insurance 
plan.  According  to  most  measures  of  health  status,  families  in  both 
groups  were  equally  healthy  at  the  end  of  the  3  to  5-year  experi- 
ment. 

Responses  to  Moral  Hazard 

Because  people  with  insurance  pay  less  than  the  full  cost  of  in- 
sured services,  moral  hazard  suggests  they  may  use  services  that 
they  would  not  have  chosen  to  purchase  if  they  had  to  pay  the  full 
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cost.  But  by  using  these  additional  services,  policyholders  drive  up 
the  cost  of  insurance.  Ultimately,  they  pay  the  full  expected  cost  of 
these  additional  services  through  higher  insurance  premiums.  Yet 
many  consumers  would  prefer  less  expensive  insurance  policies 
that  encourage  them  to  use  only  those  services  that  they  value 
most  highly. 

Insurers  have  two  well-known  ways  to  limit  the  potential  re- 
sponse to  moral  hazard  in  their  policies  and  keep  premium  costs 
down.  Traditionally,  they  have  required  those  with  insurance  to 
pay  for  part  of  their  services  through  deductibles  and  copayments. 
Even  with  deductibles  and  copayments  for  a  particular  service, 
however,  the  price  an  insured  patient  pays  for  services  will  gener- 
ally be  less  than  the  full  cost. 

Another  response  to  moral  hazard  involves  monitoring  policy- 
holders to  ensure  that  they  are  taking  appropriate  preventive 
measures  and  to  cap  the  services  that  they  can  use  if  an  illness  or 
injury  occurs.  By  monitoring  services  and  encouraging  preventive 
care,  the  insurer  can  try  to  restrict  the  policyholder  to  only  those 
services  that  are  worth  their  full  cost.  Coordinated  care  organiza- 
tions take  this  approach.  These  organizations  typically  charge  low 
copayments  and  deductibles  but  closely  monitor  the  utilization  of 
health  care  services  among  those  who  are  ill  and  often  provide  free 
preventive  care  services.  Conventional  insurers  have  also  begun  to 
adopt  these  monitoring  practices,  for  example,  by  requiring  a  second 
opinion  for  surgery. 

Using  Private  Information  in  Purchasing  Insurance 

People  usually  know  more  than  insurance  companies  about  their 
own  health  and  their  need  for  health  care  services.  This  asymme- 
try  of  information  has  important  implications  for  the  health  insur- 
ance market.  An  insurer  charges  a  premium  based  on  the  average 
need  for  health  care  services.  For  those  who  anticipate  that  their 
need  for  health  care  services  will  be  higher  than  average,  health 
msurance  is  a  bargain.  But  those  who  anticipate  that  their  need  for 
health  care  services  will  be  below  average  may  find  health  insur- 
ance a  p)oor  mvestment.  They  may  choose  .to  pay  for  their  health 
care  themselves  or  to  purchase  a  health  insurance  policy  with  very 
high  deductibles  and  copayments.  This  process  is  known  as  adverse 
selection. 

If  those  at  low  risk  drop  out  of  the  health  insurance  market,  the 
average  premiums  for  the  remaining  purchasers  will  rise.  In 
theory,  if  the  adverse  selection  process  continues,  the  market  for 
msurance  may  disappear  altogether  as  healthier  people  decline  in- 
creasmgly  expensive  insurance.  Alternatively,  people  may  sort 
themselves  into  high-  and  low-risk  groups  and  purchase  different 
kmds  of  msurance.  If  this  occurs,  those  at  hifih  risk  will  purchase 
comprehenswe  health  insurance  plans  and  face  premiums  that  re- 
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fleet  the  full  costs  associated  with  their  true  health  status.  Low-risk 
individuals  will  purchase  less  comprehensive  insurance,  paying  low 
premiums  that  reflect  both  the  type  of  plan  they  purchase  and  their 
health  status. 

Economic  theory  suggests  that  adverse  selection  can  lead  to 
lower  levels  of  health  insurance  coverage  for  the  relatively  healthy. 
Studies  also  support  this  finding.  Among  firms  offering  multiple 
health  insurance  plans,  premiums  for  comprehensive  coverage  are 
much  higher  than  premiums  for  plans  with  high  deductibles  and 
copayments.  These  higher  premiums  are  not  fully  explained  by  the 
fact  that  comprehensive  plans  offer  additional  services  or  by  the 
effects  of  moral  hazard.  Rather,  evidence  suggests  that  those  who 
choose  the  comprehensive  plans  are  in  poorer  health  than  those  who 
choose  plans  requiring  high  out-of-pocket  payments. 

The  theory  of  adverse  selection  can  also  explain  some  character- 
istics of  the  uninsured.  For  example,  the  uninsured  appear  to  have 
a  low  propensity  to  use  medical  services.  When  currently  unin- 
sured people  obtain  insurance,  they  use,  on  average,  fewer  services 
than  those  who  are  continuously  insured. 

CONCERNS  OVER  THE  DISTRIBUTION  OF  MEDICAL 
RESOURCES 

Asymmetries  of  information,  whether  between  insurers  and  pol- 
icyholders or  providers  and  patients,  can  cause  problems  in  the 
health  care  market.  Consequently,  some  people  will  not  be  able  to 
purchase  insurance,  and  some  patients  willing  to  pay  for  better 
care  will  not  be  able  to  find  it.  But  even  if  these  asymmetries  could 
be  eliminated,  health  care  would  still  be  costly.  Some  Americans, 
especially  those  who  are  poor  or  who  have  chronic  health  condi- 
tions, would  still  find  it  very  difficult  to  purchase  health  insurance. 

Risk  Selection 

Private  insurers  compete  to  offer  people  the  lowest  price  for 
their  health  coverage.  One  way  to  offer  a  better  bargain  to  people 
with  lower-than-average  health  risks  is  to  adjust  the  price  of  insur- 
ance offered  to  them  to  reflect  only  the  cost  of  the  health  services 
they  can  be  expected  to  purchase.  If  insurers  can  observe  the  risk 
characteristics  of  those  they  insure,  they  can  charge  these  low-risk 
people  low  premiums.  People  at  high  risk  would  be  charged  high 
premiums  that  reflect  all  the  costs  they  could  be  expected  to  incur. 

People  with  chronic  health  conditions  may  be  excluded  from 
commercial  health  insurance  coverage  due  to  preexisting  condition 
clauses.  If  they  are  able  to  find  coverage,  they  are  likely  to  be 
charged  very  high  rates  that  correspond  to  their  expected  health 
costs.  Ironically,  improvements  in  diagnostic  and  management 
technology  may  make  it  even  harder  for  some  people  to  obtain 
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health  insurance,  as  insurance  companies  become  better  able  to  di- 
agnose and  screen  out  those  with  chronic  health  problems. 

If  insurers  are  required  to  charge  all  purchasers  of  health  insur- 
ance in  a  community  the  same  premiums  (a  practice  known  as  com- 
munity rating),  they  are  prevented  from  responding  to  even  readily 
observable  health  characteristics  by  raising  or  lowering  prices.  Yet 
these  insurers  will  still  try  to  compete  by  offering  low  prices  to  those 
at  low  risk.  They  may  do  this  by  directly  refusing  to  provide  cover- 
age to  those  at  high  risk,  a  practice  called  risk  selection.  Alterna- 
tively, they  may  use  adverse  selection  to  their  advantage,  selling 
low-priced  insurance  contracts  with  restricted  services  or  high  copay- 
ment  rates  that  appeal  to  those  at  low  risk  but  would  not  be  chosen 
by  those  at  high  risk. 

Health  Care  for  the  Poor  and  III 

The  unequal  distribution  of  health  care  is  an  important  policy 
concern.  Most  Americans  believe  that  everyone  should  be  entitled 
to  at  least  basic  health  care,  regardless  of  income  or  health  status. 
This  belief  distinguishes  the  health  care  sector  from  most  other 
parts  of  the  U.S.  economy  and  explains  why  charitable  organiza- 
tions have  always  played  an  important  role  in  health  care.  Public 
and  voluntary  hospitals  continue  to  provide,  to  some  extent,  a 
health  care  safety  net  that  ironically  causes  other  problems  in  the 
health  insurance  market. 

First,  because  this  safety  net  operates  principally  through  hospi- 
tal emergency  rooms,  most  of  the  uninsured  receive  care  only  when 
their  conditions  are  quite  serious,  although  more  effective  care 
could  often  be  provided  earlier  in  the  course  of  their  illness.  Fur- 
thermore, providing  emergency  care  through  hospitals  is  likely  to 
be  much  more  costly  than  providing  preventive  care  in  an  outpa- 
tient setting. 

Second,  although  most  Americans  agree  that  everyone  should  re- 
ceive basic  health  care,  the  safety  net  does  not  force  all  Americans 
to  share  the  burden  of  this  care  equally.  Instead,  the  costs  may  fall 
on  those  who  use  hospitals  that  charge  high  fees  to  paying  patients 
in  order  to  cover  the  cost  of  the  uninsured. 

Finally,  the  existence  of  the  safety  net  may  discourage  some 
people  from  purchasing  health  insurance,  especially  those  with  se- 
rious health  conditions  who  must  pay  very  high  premiums  and 
those  in  very  good  health  who  do  not  expect  to  use  services  at  all. 
For  these  people,  remaining  uninsured  may  be  better  than  pur- 
chasing insurance  because  they  know  that  they  will  not  be  turned 
away  if  and  when  they  need  care. 

Unfortunately,  programs  that  help  low-income  people  purchase 
health  insurance  can  also  have  some  undesirable  effects.  As  family 
incomes  rise,  support  under  income-tested  health  programs  is 
phased  out.  As  with  similar  provisions  in  other  government  pro- 
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grams  (such  as  aid  to  families  with  dependent  children),  this  phase- 
out  means  that  poor  families  may  face  a  very  high  marginal  "tax" 
rate.  Small  increases  in  their  income  are  accompanied  by  large  re- 
ductions in  the  value  of  the  health  care  and  other  support  they  re- 
ceive. Such  high  taxes  may  discourage  people  from  trying  to  increase 
their  incomes. 

SUMMARY 

•  A  lack  of  information  may  lead  patients  to  spend  money  on 
services  they  might  not  choose  if  they  were  fully  informed.  Pri- 
^'ate  and  public  initiatives  are  underway  to  improve  the  qual- 
ity of  health  care  information. 

•  Health  insurance  reduce  the  price  of  health  care  services  for 
policyholders.  Thus  it  can  lead  to  the  overconsumption  of 
health  care— that  is,  the  use  of  services  whose  full  costs  exceed 
their  benefit  to  the  consumer. 

•  When  policyholders  have  more  information  about  their  own 
health  status  than  do  insurers  (or  than  insurers  are  permitted 
to  use),  adverse  selection — which  may  cause  the  healthiest 
people  to  opt  out  of  the  health  insurance  market— may  occur. 

•  The  existing  safety  net  for  the  uninsured  is  problematic.  The 
uninsured  receive  insufficient  and  often  inappropriate  forms  of 
care  and  have  few  incentives  to  purchase  insurance. 

WHY  ARE  HEALTH  CARE  EXPENDITURES 
INCREASING? 

An  economic  analysis  of  the  structure  of  the  U.S.  health  care 
market  can  help  to  explain  why  health  care  expenditures  have 
risen  so  sharply.  The  tax  subsidy  for  health  insurance  has  encour- 
aged employers  to  provide  employees  with  coverage  that  includes 
very  low  copayments  and  deductibles  and  covers  relatively  predict- 
able and  inexpensive  services.  Most  people  covered  by  gov- 
ernment insurance  programs  (medicare  and  medicaid)  also  make 
low  out-of-pocket  payments.  Although  substantial  out-of-pocket  pay- 
ments are  required  in  the  medicare  program,  most  beneficiaries 
have  medigap  policies  that  cover  many  of  these  costs.  Out-of-pocket 
payments  for  health  care  as  a  share  of  all  health  expenditures 
have  been  falling,  reducing  the  incentive  for  consumers  to  limit 
their  use  of  health  care  services.  For  example,  studies  show  that,  at 
current  levels,  medigap  insurance  increases  health  care  utilization 
by  up  to  24  percent. 

The  open-ended  nature  of  health  insurance  contracts  means  that 
most  new  nonexperimental  technologies  will  be  covered  by  existing 
policies.  As  a  result,  expensive  new  technologies  covered  by  insur- 
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ance  may  be  introduced  before  consumers  would  otherwise  be  will- 
ing to  pay  for  them,  further  contributing  to  the  escalation  of  costs. 

PRICES  AND  QUANTITIES  OF  HEALTH  CARE 

The  Health  Care  Financing  Administration,  the  Federal  agency 
that  administers  medicare  and  medicaid,  has  developed  a  price 
index  for  personal  health  care  expenditures  that  measures  the  cost 
of  all  health  care  services,  regardless  of  who  pays  for  them.  Divid- 
ing total  spending  on  health  care  by  this  price  index  produces  a 
composite  measure  of  the  quantity  of  the  various  health  care  serv- 
ices people  consume,  including  physician  visits,  hospital  care,  and 
drug  purchases. 

Two  factors  affect  the  price  index:  changes  in  the  economy's  gen- 
eral inflation  rate  and  deviations  in  the  price  of  health  care  sei-v- 
ices  from  the  general  rate  of  inflation.  Table  4-1  provides  measures 
of  changes  in  total  health  care  expenditures  and  divides  these  into 
changes  in  economywide  prices,  real  health  care  expenditures, 
health  care  prices  in  excess  of  economywide  inflation,  and  quanti- 
ties of  health  care  consumed. 

Table  i-l.-^Average  Annual  Percent  Change  in  Personal  Health  Care  Expenditures 
Per  Capita,  Prices,  and  Quantities:  1960-90 


Item 

1960-70 

1970-80 

1980-90 

1)  Pe^sonar  health  care  eipeflditwcs  per  capita 

92 

11.9 

92 

2)  MINUS   Economywjde  mfiation  

22 

6.2 

46 

3)  EQUA15  Expenditures  per  capita  corrected  lor  inflation 

69 

54 

4.4 

4)  MINUS   Health  care  pnce  increases  m  eicess  of  inflation 

1  7 

16 

23 
2.2 

5)  EQUALS  Quantify  of  health  care  per  capita 

51 

3.8 

 o  —  -«^v-w  ,,-1.  |/Mt.(i-t4uaiiiiij  )iiici4iv.uwi  lerms  nave  oeen  omiueo 

Source-  Healtti  Care  Financing  Administralion 

This  price  index  for  health  care  expenditures,  like  other  price  in- 
dexes, is  constructed  by  examining  the  cost  of  a  basket  of  commod- 
ities or  services  over  time.  The  personal  health  care  price  index 
basket  includes  hospital  care,  physician  services,  drugs,  and  other 
health-related  products.  The  index  reflects  changes  in  the  cost  of 
this  broad  basket,  not  the  price  of  a  particular  service  provided  by 
a  hospital  or  physician. 

The  pric^  index  does  not  adequately  reflect  improvements  in  the 
quality  o/  commodities  or  services,  which  usually  appear  as 
pnce  increases.  For  example,  total  expenditures  for  a  hospital  day 
go  up  if  the  number  of  nursing  visits  made  during  that  hospital 
day  increases.  While  such  a  change  implies  that  the  quality  of  a 
day  in  the  hospital  has  improved,  it  appears  only  as  an  increase  in 
the  health  care  price  index.  An  alternative  way  to  measure 
changes  in  health  care  expenditures  is  described  in  Box  4-5. 
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parlkutar  th«  ttu^y  oampmd 

tiie  cQii  of  tiiitiiv  ftt  iM^SIli^  to  the  cost  of  tiw^ 
ing  an  mr  infcetkm  in  1981  (!U|^  4oBim»  tho  cost  fellX  llie 
8tu(fy  ako  M«iiit6d  th«^l|M  ibould  be  ad- 

justed to  iwOed;         <we  lliiei^ 

Why  isn't  tbk  more  appro|^ri«te  jneUiod  in  wider  use?  One 
reason  is  that  it  is  c^mpo^MoiiitS^  daOcvit  to  measure 
the  foil  cost  ^  tmtiac  aa  :idl^^  Moreover,  even  this 
method  does  not  capture  iU  tbe  eliaii«ss  that  may  have  been 
made  in  medical  techii6l0gy.  boportitt  advances  in  health 
caie  have  not  oofy  impfdired  the  ^iidmotogy  for  treating  some 
^Iftfi^^^  but,  in  many  casse>  reduced  their  overall  incidence.  At 
the  same  Ume,  diseased  esiei  todigr  that  were  unknown  in 
1960.  Even  thk  modified  ^sthod  dtpee  aoi  reflect  the  fuU  effoct 
on  coats  either  improvementa  that  reduce  the  incidence  of 
disease  or  of  new  dieeesea.' 


RECENT  INCREASES  IN  HEALTH  CARE 
EXPENDITURES 

U.S.  health  care  expenditures  have  risen  continuously  since  the 
1960s,  not  only  because  health  care  prices  have  gone  up  but  be- 
cause Americans  are  using  more  services.  In  the  1980s,  real  health 
care  spending  grew  more  slowly  than  it  had  during  the  preceding 
two  decades.  Growth  was  split  evenly  between  increases  in  the 
quantity  of  health  care  consumed  (2.2  percent  annually)  and  in- 
creases in  the  health  care  price  index  in  excess  of  general  inflation 
(2.3  percent  annually)  (Table  4-1). 

Economic  theory  suggests  that  when  prices  rise  people  usually 
consume  less  of  a  good  or  service.  Yet  the  price  of  health  care  and 
the  quantity  purchased  rose  in  tandem  during  the  1980s  (as  well  as 
in  earlier  decades).  These  concurrent  increases  in  price  and  quanti- 
ty are  consistent  with  the  view  that  the  quality  of  health  care 
changed  during  the  1980s.  Consumers  in  1990  were  probably  not 
buying  more  1980-style  health  care  at  1990  prices;  rather,  they 
were  willing  to  pay  more  for  1990-9tyle  health  care  than  they  had 
been  willing  to  pay  for  1980H3tyle  health  care.  The  changes  that 
were  measured  in  quantity  and  price  hid  underlying  changes  in 
quality. 
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The  quantity  of  health  care  services  consumed  increased  primari- 
ly because  of  greater  use  of  outpatient  and  physician  care  in  the 
1980s.  The  growth  rate  of  inpatient  hospital  spending  declined  be- 
tween 1982  and  1986,  largely  because  of  changes  in  the  system  of 
medicare  reimbursement.  Although  inpatient  hospital  services  are 
now  paid  prospectively,  outpatient  services  for  medicare  continue 
to  be  paid  on  a  less  constraining  retrospective  basis,  giving  hospi- 
tals a  considerable  incentive  to  move  procedures  from  an  inpatient 
to  an  outpatient  setting. 

The  health  care  sector  responded  in  a  flexible  and  rapid  way  to 
this  changed  incentive.  In  1980  only  16  percent  of  surgeries  in 
short-stay  hospitals  were  performed  on  an  outpatient  basis,  but  bv 
1989,  49  percent  were  conducted  on  an  outpatient  basis.  The  poten- 
tial for  such  responses  needs  to  be  taken  into  account  in  the  devel- 
opment of  health  policy. 

COMPONENTS  OF  PRICE  INCREASES  IN  THE  1980s 

The  health  care  price  index  increased  throughout  the  1980s. 
Price  increases  measured  were  due,  in  part,  to  increased  use  of  ex- 
pensive technologies  and  to  changes  in  the  cost  and  .  types  of  labor 
used  in  health  care.  As  insurers  and  providers  competed  by  offer- 
ing more  generous  coverage,  technology,  and  high  quality  care, 
costs  rose. 

Physician  Costs  in  the  1980s 

In  the  late  1980s,  physician  costs  rose  more  rapidly  than  other 
major  components  of  health  care  spending,  in  part  because  of  an 
increase  in  the  use  of  outpatient  diagnostic  and  treatment  facili- 
ties, some  of  them  owned  by  physicians.  Studies  suggest  that  physi- 
cians order  more  tests  when  they  own  a  share  in  diagnostic  and 
treatment  facilities.  These  private  facilities  may  be  more  conven- 
ient, but  physicians  may  also  be  motivated  by  the  incentives  cre- 
ated by  the  traditional  insurance  system,  which  pays  physicians  for 
each  service  they  provide— including  those  provided  by  diagnostic 
and  treatment  facilities  that  they  own. 

This  practice  may  be  curtailed  by  regulations  stemming  from  the 
1988  Clinical  Laboratory  Improvement  Amendments.  The  act,  in- 
tended to  improve  the  quality  of  laboratory  tests,  imposes  very 
costly  regulations  on  the  operation  of  laboratories.  But  these  regu- 
lations may  not  significantly  improve  the  quality  of  health  care 
and,  in  fact,  may  impose  additional  costs  on  patients  whose  physi- 
cians operate  small-scale  office-based  laboratories. 

U.S.  physicians  became,  on  average,  more  highly  specialized 
dunng  the  3  decades  leading  up  to  1990,  especially  before  1980.  In 
1965  24  percent  of  U.S.  physicians  were  general  practitioners.  By 
1990  only  12  percent  of  U.S.  physicians  were  general  practitioners; 
the  other  88  percent  were  specialists,  a  much  higher  percentage 
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than  in  other  countries,  such  as  Canada.  Specialists  are  usually 
more  highly  paid  than  general  practitioners,  and  the  pay  differen- 
tial expanded  during  the  19808  as  the  demand  grew  for  new  diagnostic 
and  surgical  procedures  only  specialists  can  provide. 

Nursing  Costs  in  the  1980s 

In  the  early  1980s,  salaries  for  nurses  were  low  compared  with 
those  for  other  occupations  requiring  similar  levels  of  skill,  discour- 
aging some  qualified  applicants  from  entering  nursing  school.  In  an 
effort  to  attract  more  nurses,  hospitals  increased  nurses'  real  wages. 
Between  January  1980  and  January  1990,  the  real  hourly  earnings  of 
private  hospital  employees  rose  about  25  percent  (excluding  the 
value  of  nonwage  compensation),  while  the  earnings  of  all  private 
sector  workers  changed  little.  Registered  nurses  were  among  those 
hospital  employees  receiving  the  largest  pay  increases  during  the 
1980s.  At  the  same  time,  reductions  in  the  length  of  the  average 
hospital  stay  and  increased  use  of  outpatient  surgery  meant  that 
patients  who  were  admitted  and  kept  in  hospitals  were,  on  average, 
sicker  than  those  admitted  in  1980.  Hospitals  were  forced  to  increase 
the  ratio  of  highly  skilled  registered  nurses  to  patients  in  order  to 
maintain  the  quality  of  their  services. 
Medical  Technology  in  the  1980s 

Increased  use  of  costly  medical  technology  also  had  an  important 
impact  on  measured  health  care  prices  in  the  1980s.  Between  1980 
and  1990,  for  instance,  the  number  of  computerized  axial  tomogra- 
phy (CAT)  scans  performed  in  short-stay  hospitals  in  the  United 
States  increased  over  400  percent.  The  number  of  community  hospi- 
tals with  magnetic  resonance  imagery  equipment  rose  500  percent  be- 
tween 1984  and  1991.  Many  of  these  new  technologies  also  prolifer- 
ated in  nonhospital  settings. 

The  use  of  new  surgical  techniques  flourished  in  the  1980s.  For 
example,  in  1980,  1  in  every  400  American  men  aged  65  and  over 
had  coronary  artery  bypass  surgery.  In  1990,  about  1  in  100  Ameri- 
can men  in  the  same  age  group  had  this  form  of  surgery. 

The  Costs  of  Malpractice  Litigation 

The  increasing  costs  associated  with  medical  malpractice  suits 
have  been  an  important  factor  in  rising  health  care  costs.  Between 
1982  and  1989,  doctors'  liability  premiums,  the  principal  source  of 
payment  for  malpractice  claims,  grew  at  15  percent  annually, 
faster  than  any  other  component  of  medical  practice  costs.  Another 
more  insidious  effect  of  malpractice  suits  is  that  they  may  compel 
physicians  to  perform  tests  that  are  not  cost-effective  simply  to  pro- 
tect themselves  from  legal  actions.  The  costs  of  defensive  medical 
practices  have  been  estimated  at  over  $20  billion  in  1989  alone,  or 
almost  18  percent  of  total  physician  expenditures.  Finally,  malprac- 
tice insurance  costs  have  caused  some  physicians  to  drop  out  of 
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some  specialties,  such  as  obstetrics,  making  such  specialists  hard  to 
fmd  in  some  communities. 

Although  insurers  and  physicians  spend  large  sums  defending 
themselves  in  malpractice  suits,  relatively  little  of  this  money 
makes  its  way  to  those  injured  through  negligence.  A  recent  study 
of  malpractice  cases  in  New  York  found  that  16  times  as  many  pa- 
tients  suffered  an  injury  from  negligence  as  received  compensation 
from  the  tort  liability  system.  In  1984,  only  about  60  percent  of  the 
money  expended  on  malpractice  litigation  was  actually  paid  to  in- 
jured plaintiffs. 

Administrative  Expenditures 

The  administrative  costs  of  the  U.S.  health  care  industry,  which 
are  estimated  at  $80  billion  in  1991,  have  been  widely  criticized 
and  unfavorably  compared  to  the  costs  of  administering  the  govern* 
ment-run  systems  in  many  other  countries.  Private  insurance  com- 
panies incur  costs  marketing  their  products,  reviewing  and  process- 
ing claims,  and  screening  and  establishing  the  health  status  of  po- 
tential enrollees.  Billing  individual  patients  or  insurance  compa- 
nies reuses  costs  for  physicians  and  hospitals. 

Recent  studies  find,  however,  that  shifting  to  a  system  that  elimi- 
nates the  functions  of  the  U.S.  private  insurance  industry  would 
result  in  few  overall  cost  reductions.  Most  of  the  administrative 
cost  savings  would  be  offset  by  increases  in  utilization  that  would 
come  from  the  elimination  of  features  of  the  current  system  that 
reduce  overall  expenditures,  such  as  patient  payments  and  insur- 
ance company  oversight.  In  other  countries  with  multiple  insurers, 
such  as  Germany,  administrative  costs  as  a  share  of  total  health 
expenditures  are  comparable  to  those  in  the  United  States. 

Private  insurance  companies  compete,  in  part,  on  the  prices  of 
the  services  they  offer.  A  competitive  insurance  company,  like  any 
other  firm,  can  increase  administrative  expenses  only  if  the  bene- 
fits of  these  expenditures  exceed  the  new  expense.  In  health  insur- 
ance, much  of  the  increase  in  administrative  expenditures  has  come 
from  the  expansion  of  programs  that  monitor  service  utilization, 
and  health  insurance  that  offers  these  features  is  cheaper  than  in- 
surance that  does  not — despite  the  administrative  costs  associated 
with  oversight  programs.  Nonetheless,  some  of  these  costs,  such  as 
the  costs  of  assessing  the  health  status  of  new  enrollees,  may  raise 
aggregate  health  care  expenditures. 

PROJECTIONS  OF  FUTURE  COST  INCREASES 

Many  analysts  expect  that  unless  the  health  care  market  is  sub- 
stantially reformed,  costs  will  continue  to  rise  rapidly  into  the  next 
century.  Recent  projections  suggest  that  health  care,  which  con- 
sumed 12  percent  of  the  GNP  in  1990,  may  rise  to  as  much  as  16 
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percent  of  GNP  by  the  year  2000  and  to  26  percent  by  2030  (Chart 
4-7). 

Chart  4-7   ProJ«ct«d  C«r»  Cxp«>dhurM  •«  P«rc«itt  of  GNP 

Most  forecasts  suggest  that  health  care  expefMlitures  will  continue  rising,  mainly  due  to 

increases  in  prices  and  in  the  use  of  services. 
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These  projected  increases  are  due  primarily  to  an  expected  con- 
tinuation of  the  historic  trends  of  increasing  health  care  prices  and 
volume  consumed,  as  well  as  improving  quality.  Because  most  pro- 
jections of  health  care  expenditures  are  based  mainly  on  mechani- 
cal extrapolations  of  past  trends,  they  do  not  take  into  account 
changes  in  government  programs  or  other  individual  and  institu- 
tional responses  to  the  rising  cost  of  health  care.  During  the  19808, 
as  health  care  expenses  rose  rapidly,  insurers,  employers,  consum- 
ers, and  the  government  responded  through  innovations  in  the  fi- 
nancing and  delivery  of  care.  Such  changes  in  behavior,  which 
cannot  be  captured  by  the  modeling  techniques  currently  in  use, 
could  have  profound  effects  on  the  cost  of  health  care. 

Demographics 

Projected  increases  in  health  costs  are,  to  a  small  extent,  a  conse- 
quence of  the  aging  of  the  population.  Population  aging  alone  is  ex- 
pected to  cause  health  care  expenditures  to  increase  from  12  per- 
cent of  GNP  in  1990  to  about  14  percent  by  2030,  explaining  about 
one-seventh  of  the  total  projected  increase  in  health  care  costs  (to 
26  percent  of  GNP).  The  number  of  Americans  over  age  64,  the  age 
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group  for  which  health  care  spending  is  the  highest,  will  increase 
through  2030,  especially  after  the  turn  of  the  century. 

Those  over  age  64  consume  about  times  as  much  health 
care  as  those  between  the  ages  of  19  and  64,  and  those  over  age  84 
consume  almost  2Vz  times  as  much  health  care  as  those  between 
the  ages  of  65  and  69  (Chart  4-8).  Health  care  spending  is  higher 
among  those  over  age  64  due  primarily  to  the  increased  probability 
of  death  at  this  age.  Health  care  spending  is  especially  high  in  the 
last  year  of  life.  The  5  percent  of  aged  beneficiaries  who  were  in 
their  last  year  of  life  accounted  for  29  percent  of  medicare  expendi- 
tures in  1979. 


Chart  4-8   P«r  Capita  Parsonai  Haaith  Cara  Expandituras,  by  Aga:  1987 

Health  care  expenditures,  especially  for  nursing  home  care,  rise  rapidly  with  age. 
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Another  important  reason  for  the  high  costs  of  caring  for  those 
over  age  64,  and  especially  for  those  over  age  84,  is  nursing  home 
care.  But  because  people  who  pay  directly  for  much  of  this  care,  as 
well  as  State  governments,  which  both  pay  for  care  and  license 
nursing  homes,  have  strong  incentives  to  limit  spending,  most  ana- 
lysts expect  the  growth  in  spending  for  nursing  home  care  to  be 
slower  than  the  changing  age  composition  of  the  population  would 
suggest. 
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SUMMARY 

•  Both  the  price  of  health  care  and  the  quantity  of  services  con- 
sumed increased  during  the  19808.  Part  of  the  apparent  in- 
crease in  price  was  due  to  improvements  in  the  quality  of  care. 
Labor  costs,  the  costs  of  new  equipment,  and  the  use  of  new 
treatments  all  contributed  to  the  growth  in  expenditures 
during  the  1980s. 

•  Changes  in  administrative  expenditures  are  unlikely  to  have 
been  an  important  contributor  to  overall  expenditure  growth. 
Most  administrative  expenses  reduce  overall  health  care  costs. 

•  Litigation  over  medical  malpractice  raises  costs  directly  and 
encourages  the  practice  of  costly  defensive  medicine. 

•  Simple  extrapolations  of  health  care  expenditures— which  do 
not  take  cost-cutting  measures  into  account — suggest  that  they 
will  consume  as  much  as  26  percent  of  gross  national  product 
by  2030.  A  small  part  of  this  increase  is  due  to  the  aging  of  the 
population. 

PROPOSALS  FOR  REFORM  OF  THE  HEALTH  CARE 

MARKET 

Inci*easing  health  care  expenditures  and  the  growing  number  of 
uninsured  in  the  United  States  have  led  to  a  proliferation  of  pro- 
posals for  health  care  reform.  In  the  past  year,  some  70  bills  have 
been  introduced  in  the  Congress.  While  most  of  these  plans  seek  to 
alleviate  the  symptoms  of  trouble  in  the  health  care  market,  rela- 
tively few  address  the  underlying  causes  of  the  cost  increases  and 
insurance  gaps. 

As  the  response  to  the  diagnosis-related  group  payment  system 
in  hospitals  has  shown,  changes  in  incentives  can  lead  to  major 
modifications  in  health  care  provision.  Because  the  health  care 
sector  is  flexible  and  responsive,  health  reforms  that  address  under- 
lying economic  problems  and  provide  sound  incentives  can  be  very 
effective.  On  the  other  hand,  reforms  that  ignore  tfie  economics  of 
health  care  are  likely  to  lead  to  unexpected  and  undesirable  results. 
Table  4-2  provides  a  summary  of  the  main  proposals  for  health 
care  reform  that  are  discussed  below. 

ADMINISTRATION  PROPOSAL 

This  Administration's  health  care  reform  proposal  is  a  compre- 
hensive, market-based  reform  plan  that  builds  on  the  strengths  of 
the  existing  market.  It  includes  components  designed  both  to 
expand  access  to  health  insurance  and  to  improve  market  function- 
ing. 
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Tawls  i-2,''Side-bySid€  Compari»on  of  Health  Iruurance  Plant 
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Access  to  Care  Under  the  Administration  Proposal 

An  important  objective  of  health  care  reform  is  to  provide  better 
access  to  health  care  for  the  poor  and  those  with  chronic  illnesses. 
The  Administration's  plan  would  address  this  objective  by  provid- 
ing these  groups  with  the  funds  to  purchase  health  insurance 
within  the  existing  health  care  market  at  a  reasonable  price.  It 
would  provide  low-income  Americans  with  a  transferable  tax 
credit,  ranging  from  a  maximum  of  $1,250  for  single  persons  to 
$3,750  for  families  of  three  or  more,  for  purchasing  health  insur- 
ance. Those  who  do  not  file  tax  returns  would  receive  the  credit  in 
the  form  of  a  transferable  health  insurance  certificate.  Middle- 
income  people  would  be  eligible  for  a  tax  deduction  for  health  in- 
surance. 

The  U.S.  Treasury  estimates  that,  when  fully  phased  in  (in  1997), 
the  health  insurance  tax  credit  and  deduction  could  benefit  about 
90  million  people.  About  25  million  of  these  potential  beneficiaries 
would  be  low-income  people  receiving  the  maximum  applicable 
err '  it.  The  credit  or  deduction  would  be  reduced  for  those  with 
higher  incomes:  10  million  people  with  incomes  between  100  and 
150  percent  of  the  poverty  level  would  receive  a  partial  credit  or 
deduction,  and  56  million  middle-income  individuals  would  receive 
a  partial  deduction. 

States  would  develop  basic  insurance  packages  equal  to  the  value 
of  the  health  insurance  credit.  Each  State  would  ensure  that  at 
least  two  insurers  offered  such  a  package.  Because  low-income 
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Americans  would  be  able  to  purchase  basic  insurance  using  their 
tax  credits,  they  would  no  longer  have  to  rely  on  the  public  hospi- 
tal safety  net.  At  the  same  time,  the  fixed-dollar  nature  of  the 
credit  or  deduction  would  not  encourage  overconsumption  of  health 
insurance.  While  the  credit  or  deduction  could  be  used  toward  the 
purchase  of  plans  offering  other  than  the  basic  benefits,  the  pur- 
chaser would  bear  any  additional  cost  of  these  plans. 

The  President's  plan  encourages  States  to  fold  their  existing 
medicaid  programs  into  the  new  program.  Those  eligible  for  medic- 
aid would  receive  the  full  individual  tax  credit  and  could  then  pur- 
chase basic  benefit  coverage  through  one  of  the  plans  offered  in  the 
State.  This  scheme  would  allow  even  the  poorest  Americans  a 
choice  in  their  purchase  of  health  insurance. 

The  plan  would  further  expand  health  insurance  coverage  by 
helping  small  firms  buy  insurance.  It  would  promote  the  use  of 
health  insurance  networks  to  act  as  group  purchasing  agents  for 
smaller  employers,  obtaining  more  favorable  premiums  and  reduc- 
ing administrative  expenditures.  Insurance  purchased  through 
these  networks  would  be  exempt  from  State-mandated  benefits  and 
premium  taxes. 

The  plan  would  incorporate  health  risk  pools  that  would  spread 
the  cost  of  serious  health  problems  among  all  those  purchasing 
health  insurance  with  the  tax  credit  or  deduction  or  through  the 
small  group  health  insurance  networks.  These  pools  would  employ 
health  risk  adjusters  (Box  4-6).  This  feature  of  the  plan  addresses 
the  concern  that  those  with  poor  health  conditions  should  be  able 
to  purchase  health  insurance.  Low-  and  middle-income  people  with 
chronic  health  problems  would  have  greatly  improved  access  to 
health  care  through  this  combination  of  tax  credits  and  deductions 
and  health  risk  pools. 

Although  health  risk  pools  would  not  wholly  eliminate  the  prob- 
lem of  adverse  selection,  they  would  enable  people  with  poor  health 
to  purchase  health  care  at  reasonable  cost.  Under  the  Administra- 
tion's plan,  people  would  not  be  required  to  purchase  health  insur- 
ance. Those  who  know  that  their  health  is  unusually  good  and  are 
eligible  for  only  a  partial  credit  or  deduction  could  choose  to  forgo 
the  credit  or  deduction,  not  purchase  health  insurance,  and  contin- 
ue to  pay  their  own  expenses  or  rely  on  the  existing  health  care 
safety  net.  The  only  way  to  eliminate  this  problem  completely 
would  be  to  require  everyone  to  purchase  some  health  insurance. 

Finally,  the  plan  prohibits  all  insurers  from  excluding  any  indi- 
vidual or  group  from  health  insurance  coverage  because  of  a  preex- 
isting condition  and  requires  insurers  to  renew  the  coverage  of  any 
previously  insured  group  that  complies  with  its  insurance  contract. 
These  features  of  the  plan  would  reduce  existing  impediments  to 
labor  market  mobility  among  those  with  preexisting  health  condi- 
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Box  4-4.— Health  Riik  A4)uften 

The  health  risk  poob  enyiaioned  ^i^^  the  l^rendent^s  flan 
would  mcorporate  a  system  of  health  risk  a4|ustiiga  fatrodW  tp 
equalize  the  cost  of  insuring  those  who  differ  <mly  with  r^i^ard 
to  health  status.  Insurers  serving  a  pool  each  cover  different 
groups  of  people.  Those  providing  coverage  to  grofups  with 
more  than  the  average  number  of  health  problems  would  re- 
ceive a  payment  from  the  pool  equal  to  the  differeooe  between 
the  expected  average  expenditures  of  that  group  and  the  aver- 
age expenditures  of  all  people  in  the  pool.  An  insurer  provid- 
ing coverage  to  a  relatively  healthy  group  would  make  a  corre- 
sponding payment  into  the  pool. 

These  payments  would  be  age^oup  speciHc  Thus,  younger 
people,  who  tend  to  be  quite  healthy,  would  face  lower  average 
premiums  than  older  people,  who  tend  to  have  more  health 
problems.  That  means  that  implementation  of  a  health  risk 
adjuster  system  would  not  give  younger  people  additional  inoen- 
tives  to  leave  the  health  insurance  market  or  increase  transfers 
from  the  young  to  the  old.  (Chapter  6  contains  a  discussion  of 
current  intergenerational  transfers.)  At  the  same  time,  the 
health  risk  adjuster  system  would  leave  all  people  with  the 
incentive  to  save  money  for  their  old  age. 

Health  risk  adjusters  have  two  advantages  over  community 
rating.  First,  because  the  payments  are  based  on  average 
rather  than  actual  expenditures,  everyone  has  incentives  to 
monitor  his  or  her  own  use  of  care.  People  who  consistently 
use  more  than  the  expected  average  amount  of  health  cai:e  for 
someone  of  their  health  status  would  face  higher  rates  than 
those  who  economized  on  their  use  of  care.  Under  community 
rating,  the  actual  costs  of  this  additional  care  would  be  spread 
among  all  people  with  insurance.  Second,  under  a  system  of 
health  risk  adjusters,  insurers  would  have  no  incentive  to  deny 
coverage  to  people  with  chronic  health  conditions.  Firms  that 
insure  only  low-risk  people  would  have  to  make  payments  into 
the  health  risk  pool  to  subsidize  fii*ms  that  insure  high-risk 
people.  Under  community  rating,  insurers  could  profit  by  dis- 
criminating against  people  with  chronic  health  conditions. 

Under  the  Administration's  refo/m  proposal,  health  risk  ad- 
justers would  be  phased  in  over  a  period  of  5  years.  Premium 
bands  would  be  implemented  during  the  phase-in  period.  Pre- 
mium bands  limit  the  difference  in  premiums  that  insurers 
can  charge  groups  with  different  average  health  status.  Fur- 
ther limits  on  rate  increases  would  also  be  in  effect  during  the 
transition  to  health  risk  pools  and  risk  adjusters. 
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tions  and  lower  some  of  the  administrative  costs  associated  with 
the  screening  of  prospective  enrollees  in  small-group  plans. 

Cost  Control  Under  the  Administration  Plan 

Other  aspects  of  the  Administration's  proposal  are  designed  to 
improve  the  functioning  of  both  private  and  public  insurance  in 
the  health  care  marketplace.  The  plan  would  increase  incentives  to 
use  coordinated  care  delivery  systems  within  the  medicare  and 
medicaid  frameworks.  It  would  provide  both  HMO  and  alternative 
coordinated  care  options  to  medicare  beneficiaries  and  increase  fi- 
nancial incentives  for  beneficiaries  to  join  the  HMOs.  The  plan 
would  require  States  either  to  shift  all  nonelderly  medicaid  benefi- 
ciaries into  coordinated  care  programs  or  to  fold  all  medicaid  bene- 
ficiaries into  the  tax  credit  and  deduction  program. 

To  improve  the  performance  of  the  private  health  insurance  in- 
dustry, the  Administration's  plan  would  address  the  lack  of  infor- 
mation in  health  care  markets  by  requiring  States  to  implement 
programs  to  help  make  information  about  the  cost  and  quality  of 
medical  services  available  to  consumers.  The  Federal  Government 
would  assist  the  States  by  developing  prototype  systems  to  assist  in 
data  gathering  and  outcome  comparison.  Informed  patients  are 
more  likely  to  choose  providers  and  insurers  who  provide  high 
quality  services  at  reasonable  prices. 

Under  the  Administration's  plan,  administrative  costs  would  be 
reduced  in  both  the  private  and  public  health  insurance  sectors. 
The  proposal  calls  for  the  Federal  Government  to  work  with  the 
private  sector  in  developing  record-keeping  and  billing  forms. 
These  reductions  in  billing  costs,  in  combination  with  the  savings 
from  reduced  health  status  screening,  could  lower  the  total  admin- 
istrative costs  of  the  health  care  system  significantly. 

The  Administration's  proposal  would  encourage  competition 
among  health  plans.  Because  recipients  of  tax  credits  or  deductions 
(including  former  medicaid  recipients)  would  be  able  to  choose  be- 
tween at  least  two  plans  available  in  every  geographic  area,  compe- 
tition between  the  plans  would  help  ensure  an  adequate  level  of 
service.  If  one  plan  provided  poor-quality  service,  those  insured 
could  choose  another  plan.  States  would  also  be  encouraged  to 
remove  existing  impediments  to  competition,  such  as  regulations 
limiting  coordinated  care  arrangements  and  mandating  the  inclu- 
sion of  certain  benefits  in  insurance  plans. 

Malpractice  costs  would  be  reduced  under  the  proposal's  compre- 
hensive liability  reform  plan.  The  plan  would  provide  States  with 
incentives  to  cap  the  amount  of  allowable  losses  for  damages  other 
than  loss  of  income  and  the  cost  of  health  care  associated  with  an 
injury.  States  would  be  encouraged  to  employ  systems  of  alterna- 
tive dispute  resolution,  which  may  reduce  the  cost  of  adjudicating 
disputes.  The  Federal  Government  would  also  intensify  existing  ef- 
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forts  to  create  guidelines  and  quality  standards  for  health  care 
that,  when  adopted  by  a  State,  could  be  used  by  the  courts  to  deter- 
mine n^ligence.  If  the  legal  system  relied  on  such  standards,  phy- 
sicians would  no  longer  have  to  practice  defensive  medicine.  Stand* 
ards  could  also  improve  the  quality  of  care  by  keeping  physicians 
informed  about  state-of-the-art  treatments  for  particular  condi- 
tions. 

The  most  important  component  of  the  Adminif  tration's  proposal 
with  respect  to  improving  health  is  its  emphasis  on  prevention. 
The  proposal  calls  for  substantially  increased  spending  for  Federal 
preventive  care  programs  and  for  an  expannion  of  primary  care 
health  services  to  low-income  communities.  It  also  increases  fund- 
ing for  programs  aimed  at  encouraging  Americans  to  make  health- 
ier choicer  with  respect  to  smoking,  physical  fitness,  and  diet. 

MANAGED  COMPETITION 

Managed  competition  reforms  are  intended  to  improve  the  oper- 
ation of  the  marketplace  and  expand  the  availability  of  employer- 
sponsored  health  insurance.  Although  managed  competition  has 
many  market-oriented  features,  it  would  greatly  increase  the  role 
of  the  government  in  the  health  care  system  and  would  limit  the 
range  of  health  insurance  options  available  to  Americans.  Many 
types  of  managed  coinpetition  proposals  exist;  the  discussion  that 
follows  examines  one  version. 

Managed  competition  is  built  around  the  "accountable  health 
partnership,"  an  organization  similar  to  an  HMO  that  would  pro- 
vide both  health  benefits  and  consumer  information.  Each  account- 
able health  partnership  would  be  registered  with  a  national  health 
board  that  would  monitor  the  insurance  market. 

The  national  health  board  would  define  a  set  of  "uniform  effec- 
tive health  benefits"  that  accountable  health  partnerships  would 
be  required  to  provide.  All  insurers,  both  private  and  governmental, 
would  be  required  to  offer  the  same  basic  benefit  plaru  Competition 
would  focus  on  providing  these  benefits  in  a  cost-saving  arid  medi- 
cally effective  fashion. 

With  managed  competition  almost  everyone  would  have  health 
insurance  coverage.  The  proposal  would  mandate  employer-provid- 
ed insurance  for  all  full-time  employees.  Employers  would  be  re- 
quired to  make  a  flat  contribution  to  an  insurer  for  each  of  their 
employees  of  between  50  and  100  percent  of  the  co0t  of  the  mini- 
mum benefit  package  offered  by  the  cheapest  accountable  health 
partnership  in  the  area.  An  employee  could  use  this  money  to  buy 
this  plan,  a  more  generous  plan,  or  a  plan  from  a  different  account- 
able health  partnership.  Even  healthy  employees  would  no  doubt 
find  it  in  their  best  interest  to  purchase  health  insurance  at  only 
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half  the  premiums,  so  the  50-percent  minimum  contribution  re- 
quirement would  help  to  limit  adverse  selection. 

Small  firms  would  purchase  insurance  through  collective  pur- 
chasing agents  in  each  State.  These  purchasing  agents  would  pool 
risks  and  charge  community  rates  across  all  small  employers,  al- 
though premiums  could  be  age  a4justed.  Only  those  smaU  employ- 
ers who  joined  these  organizations  would  be  able  to  claim  tax  ex- 
emptions for  health  insurance  premiums. 

States  would  contract  with  the  collective  purchasing  agent  to 
insure  all  part-time  employees  and  other  unemployed  and  unin- 
sured people.  For  these  people,  the  premium  costs  of  the  cheapest 
available  plan  would  be  subsidized  using  revenues  from  taxes  on 
part-time  employees  and  on  those  with  independent  incomes. 

Each  State's  collective  purchasing  agent  could  contract  with 
many  accountable  health  partnerships,  creating  competition  among 
th^m.  The  national  li^*h  board  would  be  responsible  for  ensuring 
that  the  agent  and  each  participating  accountable  health  partner- 
ship met  accounting,  inioirance,  and  benefit  standards. 

The  mechanism  for  cost  containment  under  managed  competi- 
tion is  competition  among  accountable  health  partnerships  over 
the  price  of  the  minimum  benefit  package.  Although  people  could 
choose  any  insurance  package  offered  by  any  participating  accountr 
able  health  partnership  as  long  as  it  included  at  least  the  mini- 
mum benefits,  they  would  not  be  able  to  deduct  from  their  taxable 
income  more  than  the  cost  of  the  minimum  benefit  package  offered 
by  the  cheapest  accountable  health  partnership.  This  limit  on  the 
tax  subsidy  would  encourage  people  to  choose  less  comprehensive 
health  insurance  and  efficiently  run  insurance  plans,  since  they 
would  face  the  full  additional  cost  if  they  chose  a  plan  whose  price 
exceeded  that  of  the  lowestrpriced  plan.  Requiring  that  insurers 
offer  at  least  this  benefit  package  would  mean  that  low-risk  people 
could  not  engage  in  adverse  selection  by  purchasing  minimal  bene- 
fit packages  that  would  never  be  chosen  by  those  at  higher  risk. 

Because  of  the  central  role  of  the  minimum  benefit  plan  in  this 
proposal,  the  kinds  of  benefits  and  deductible  and  copayment  levels 
included  in  the  plan  would  be  very  important.  The  benefits  would 
have  to  be  designed  to  fit  the  services  offered  by  both  traditional 
health  insurers,  which  typically  use  deductibles  and  copayments  to 
limit  moral  hazard,  and  coordinated  care  organizations,  which  use 
fewer  deductibles  and  copayments  but  tend  to  monitor  service  utili- 
zation directly. 

To  avoid  risk  selection,  the  national  health  board  would  either 
need  to  specify  benefits  in  a  way  that  would  limit  the  ability  of  ac- 
countable health  partnerships  to  avoid  sicker-than-average  people 
or  implement  a  system  of  health  risk  adjusters-  Unless  they  did  so, 
insurers  could  avoid  such  people,  for  example,  by  locating  their  of- 
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ficee  in  buildings  without  elevators,  or  by  contracting  only  with 
ph3micians  who  do  not  specialize  in  the  care  of  costly  conditions. 

With  managed  competition  the  government  would  take  an  active 
role  in  selecting  the  basic  benefit  package  and  in  defining  the  type 
of  insurance  that  most  people  would  be  likely  to  purchase.  These 
governmental  decisions  could  change  the  insurance  arrangements 
of  many  Americans,  because  the  accountable  health  partnerships 
envisioned  in  the  proposal  are  similar  to  HMOs,  while  most  Ameri- 
cans are  currently  enrolled  in  traditional  fee-for-service  health  in- 
surance plans.  These  decisions  will  also  have  a  profound  effective 
on  the  financial  future  of  providers  and  insurers,  who  are  likely  to 
press  for  benefits  to  be  defined  as  broadly  as  possible,  limiting  the 
ability  of  managed  competition  to  contain  costs. 

PLAY-OR-PAY 

Piay-or-pay  proposals  for  health  care  reform  are  structured 
around  requirements  that  firms  either  provide  basic  health  insur- 
ance to  employees  and  their  dependents  ("play")  or  pay  a  payroll 
tax  to  cover  enrollment  in  a  public  health  care  plan  ("pay").  Most 
play-or-pay  proposals  would  also  offer  sliding  subsidies  to  those 
who  are  not  attached  to  the  work  force. 

Play-or-pay  proposals  focus  on  improving  access  to  health  insur- 
ance. But  while  play-or-pay  would  improve  access  to  health  insur- 
ance for  some  workers  with  low  incomes  or  poor  health  status,  it 
could  reduce  the  incomes  and  employment  opportunities  of  many 
other  low-income  people.  Competitive  firms  would  probably  have  to 
pass  along  the  costs  of  health  insurance  to  their  workers  in  the 
form  of  lower  wages.  Thus,  mandating  health  insurance  through 
the  workplace  could  lead  to  lower  wages  among  currently  unin- 
sured employees  and  to  increased  unemployment  among  employees 
whose  wages  are  at  or  near  the  minimum. 

To  the  extent  that  employers  choose  to  "play"  rather  than 
"pay,"  play-or-pay  reform  would  retain  some  of  the  competitive 
aspects  of  the  current  health  care  market.  Firms  offering  benefits 
similar  to  those  offered  in  the  public  plan,  however,  would  be  able 
to  switch  to  the  "pay"  option  if  the  cost  of  their  health  insurance 
premiums  is  greater  than  the  payroll  tax.  If  the  tax  is  set  too  low, 
eveiyone  will  eventually  be  enrolled  in  a  single  public  plan.  If  the 
tax  is  too  high,  sm  Al  employers  will  be  forced  to  buy  costly  insur- 
ance, which  will  ucrease  the  plan's  potential  to  lead  to  layoffs. 

Playor-pay  alone  does  not  directly  address  the  problem  of  con- 
trolling health  care  expenditures.  The  effect  of  play-or-pay  on  costs 
would  depend  greatly  on  the  structure  of  the  public  health  insur- 
ance program,  because  a  playor-pay  system  would  greatly  increase 
participation  in  this  program.  Medicaid  includes  only  limited  provi- 
sions to  reduce  moral  hazard.  It  has  only  recently  launched  man- 
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aged  care  initiatives  and,  because  it  covers  a  population  in  poverty, 
currently  incorporates  few  patient  payment  requirements.  The 
public  program  in  a  play-or-pay  system  would  need  to  include  more 
patient  payment  requirements  and  managed  care  initiatives  if  costs 
are  to  be  contained.  Otherwise,  play-or-pay  could  lead  to  increased 
overconsumption  of  medical  resources,  driving  up  health  care  costs. 

Play-or-pay  would  provide  health  insurance  to  those  with  poor 
health  conditions  who  may  not  be  able  to  afford  insurance  in  the 
current  market.  These  people,  however,  are  likely  to  be  insured 
through  the  public  program.  Firms  that  hire  workers  with  serious 
health  conditions  can  avoid  paying  high  insurance  premiums  by 
switching  to  the  public  plan.  As  a  consequence,  the  cost  of  provid- 
ing care  in  the  public  plan  is  likely  to  rise,  and  payroll  tax  rates 
may  have  to  be  raised  to  offset  this  grease.  As  the  cost  of  health 
care  rises,  firms  that  are  required  to  provide  health  insurance  may 
begin  laying  off  workers,  especially  low-skilled  workers  (as  de- 
scribed above). 

NATIONAL  HEALTH  INSURANCE  PROPOSALS 

Proposals  for  national  health  insurance  envision  replacing  the 
private  health  insurance  market  with  a  single  national  health  in- 
surer. This  national  health  insurer  would  be  funded  through  taxes 
and  care  would  be  either  free  (as  in  Canada)  or  provided  at  a  low 
cost-sharing  level  National  health  insurance  would  provide  Ameri- 
cans, regardless  of  income  or  health  status,  with  access  to  a  cen- 
trally determined  set  of  health  care  services,  at  no  direct  cost  to 
the  msured.  Because  everyone  would  have  exactly  the  same  health 
insurance,  national  health  insurance  avoids  the  problems  of  risk 
selection  and  adverse  selection. 

Although  national  health  insurance  would  ensure  access  to 
health  insurance  for  everyone,  it  provides  few  incentives  for  con- 
sumers to  limit  their  use  of  services  and  could  lead  to  an  explosion 
in  cost  unless  other  substantial  reforms  were  undertaken.  National 
health  insurance  greatly  reduces  existing  incentives  for  consumers 
to  limit  their  use  of  care.  In  most  proposals,  the  cost  of  health  care 
is  shared  among  all  taxpayers  with  few  deductibles  and  copay- 
ments.  The  Canadian  experience  and  other  evidence  suggest  that 
substantial  increases  in  utilization  would  be  likely  to  accompany 
such  reductions  in  deductibles  and  copayments. 

Some  proposals  for  national  health  insurance  envision  saving 
money  by  reducing  administrative  costs,  but  since  reductions  in  ad- 
ministrative costs  are  likely  to  be  accompanied  by  increased  over- 
consumption  of  services,  net  health  care  costs  may  not  decrease. 
National  health  insurance  plans  can  control  costs  mainly  by  con- 
trolling the  quantity  and  quality  of  health  care  supplied,  often 
through  price  or  budget  controls  (discussed  below).  An  alternative 
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way  to  control  coeta  would  be  to  fund  only  selected  services,  a 
method  that  has  been  proposed  for  the  State  of  Orion's  medicaid 
program  (Box  4-7). 

Controls  on  supply  and  reductions  in  administrative  coets  are 
easiest  to  achieve  in  national  health  insurance  programs  that  do 
not  allow  people  to  opt  out  by  piurchasing  private  health  insurance. 
Adding  any  degree  of  choice  to  a  national  health  ins\irance  pro- 
gram— by  allowing  people  to  purchase  alternative  insunmce,  for  in- 
stance— may  reduce  the  cost  savings  achieved  through  supply  con- 
trols and  would  be  likely  to  increase  administrative  costs. 

. ilikHcill'i^^    Pifoimifil-' <: ■ . ;  ^  .a  > ■ 

^^■'^ ihiMai^  iMjm^  pov^ 'Un^'  Hi*,  plan 

r^iibiji  tatwd  cqveri^  tcr  this  ¥ro«4  «i^J«r  people  Iby  re> 
'0ti^^  ihe  tM»tmwb  iv^SU^  to  tboee  At  propo- 

plan       tt,  tirvioee^  oii^  pfNif^  wdiitd  be  ra- 

ixi  order  to  deUroiine  which  aeryicee  moiA  !»»  provided,  the 
Oregon  Health  Services  Cbrnmiinkm  undertook  en  extensive 
ptooees  that  induded  reeeerch  snd  aaudyiie  ae  well  as  oonsulta- 
tione  with  the  puUic*  InitiaUy;  the  commierion  identified  709 
*'eoQditi(m-treatment^^  pairs,  mch  ae  appendidtiMppendecto- 
my.  Next,  the  ^ommiaeion  classified  each  pair  into  1  17  cate- 
gcnrles  according  to  the  outoomes  that  oould  be  expected  from 
the  treatment,  such  as  "prevents  death  with  fiill  recovery/' 
and  ranked  the  pairs  within  eadi  of  the  categories  accc«ding  to 
their  impact  on  the  quality  of  life.  Finally,  th&  commission  sub- 
mitted the  ranked  list  of  709  pfdrs  to  the  State  legislature. 

The  legielature  appropriated  funds  to  cover  eervices  1-687  on 
the  list  Dieee  condition-treatment  pairs  would  be  included  in 
the  basic  medical  plan.  Those  condition-treatment  pairs  ranked 
588-709  would  not  be  covered  for  thoee  insured  by  medicaid  in 
Oregon. 

Because  medicaid  is  funded  jointly  by  the  Federal  Oovem- 
ment  and  the  Slates,  Oregon  had  to  apply  for  a  waiver  froin 
the  Federal  Government  in  ordler  to  impleinent  this  plan.  This 
waiver  was  denied  to  the  current  verrion  of  the  Oregon  plan  in 
August  because  of  concerns  that  it  vidated  the  rights  of  the 
diaaUed  under  the  Americans  with  Disabilities  Act. 
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RATE  SETTING 

Some  play-or-pay  and  national  health  insurance  proposals  incor- 
porate provisions  for  rate  setting.  Rate  setting,  currently  in  use  for 
hospital  billing  in  some  States,  means  that  a  governmental  agency 
sets  a  single  schedule  of  health  care  prices  on  which  all  payments, 
whether  private  or  public,  are  based.  In  practice,  increases  in  utili- 
zation often  accompany  such  restrictions  on  prices  in  the  health 
care  market,  limiting  their  effectiveness  as  a  method  of  cost  con- 
trol. Because  of  the  difficulty  of  measuring  prices  and  quantities  of 
health  care,  providers  of  health  care  services  can  easily  change  the 
quantity  of  health  care  services  they  report  to  accommodate  lower 
prices.  For  example,  an  increase  in  the  number  of  diagnostic  tests 
provided  to  a  patient  will  appear  to  be  an  increase  in  the  per-visit 
price  if  all  the  tests  are  provided  during  one  visit.  This  same  in- 
crease will  appear  as  an  increase  in  quantity,  rather  than  as  a 
price  hike,  if  the  tests  are  spread  over  multiple  visits. 

Problems  in  measuring  units  of  health  care  services  make  the 
enforcement  of  price  controls  in  this  sector  troublesome.  The  Cana- 
dian experience  suggests  that  the  implementation  of  price  controls 
in  a  fee-for-service  physician  payment  system  is  likely  to  be  accom- 
panied by  large  increases  in  office  visits.  For  example,  physicians 
could  require  their  patients  to  make  office  visits  to  get  the  results 
of  tests,  rather  than  simply  conveying  this  information  over  the 
phone  or  by  mail.  Doctors  could  refuse  to  do  more  than  one  proce- 
dure per  visit,  requiring  the  patient  to  come  back  again  for  a 
second  procedure,  in  order  to  get  a  second  fee  from  the  govern- 
ment. Studies  of  the  Canadian  system  suggest  that  very  substautial 
amounts  of  patient  time  are  wasted  through  unnecessary  trips  to 
the  doctor. 

Experience  from  other  industries  suggests  that  if  price  controls 
could  be  enforced,  they  would  likely  lead  to  shortages  of  desired 
cervices.  Initially,  rates  may  be  set  to  reflect  the  availability  and 
need  for  services.  But  over  time,  the  bureaucratic  process  of  setting 
rates  may  mean  that  changes  in  the  provision  of,  or  demand  for, 
services  are  not  captured  by  new  rates.  When  conditions  change, 
the  old  rates  are  likely  to  cause  shortages. 

GLOBAL  BUDGETS 

A  frequently  recommended  proposal  for  controlling  expenditures 
in  the  health  care  system  has  been  global  budgets  that  cover  all 
health  costs.  Global  budgets  would  fix  the  sums  health  care  provid- 
ers throughout  the  U.S.  economy  can  spend. 

It  would  be  very  difficult  to  implement  global  budgets  in  the 
fragmented  health  care  sector  that  now  exists.  For  example,  a 
global  budget  would  have  to  account  for  out-of-pocket  payments 
made  by  consumers,  fee-for-service  payments  made  by  conventional 
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insurers,  per  capita  payments  made  by  HMOs,  and  the  provision  of 
uncompensated  care  in  emergency  rooms.  They  would  have  to  allo- 
cate funding  across  regions.  States,  and  cities,  although  currently 
spending  varies  considerably  in  different  localities.  Most  global 
budget  plans  would  begin  by  implementing  price  controls — for  ex- 
ample, setting  payment  levels  for  diagnosis-related  groups  and  for 
HMOs — but  as  noted  above,  such  controls  are  likely  to  lead  to  in- 
creases in  utilization. 

Global  budgets  could  also  be  applied  to  individual  hospitals,  inde- 
pendent of  the  amount  of  service  provided.  Such  budgets  would 
create  incentives  to  reduce  the  services  within  a  hospital  and  could 
lead  to  delays  in  admitting  patients,  or  reductions  in  the  use  of  ef- 
fective but  costly  medical  technologies. 

Under  global  budgets  there  would  be  few  incentives  for  providers 
to  compete  by  developing  better  v/ays  to  deliver  care.  Improve- 
ments in  health  care  delivery  would  be  made  primarily  by  govern- 
ment mandate.  The  government  would  take  a  very  active  rcle  in 
deciding  how  much  health  care  would  be  provided,  stipulating  the 
number  of  practicing  physicians,  the  number  of  hospital  beds,  and 
the  availability  of  new  medical  technologies  and  treatments. 

Such  government-determined  supply-side  controls  could  also  lead 
to  inappropriate  decisions  at  the  level  of  the  individual  provider. 
For  example,  hospitals  are  likely  to  find  it  easier  to  stay  within 
their  annual  budgets  if  they  keep  their  hospital  beds  filled  with  pa- 
tients who  have  already  recovered,  rather  than  admitting  sicker 
patients.  Global  budgets  for  physicians  may  lead  doctors  to  restrict 
their  hours  and  increase  their  vacation  days  rather  than  providing 
cost-effective  care.  Efficient  physicians  can  be  penalized  if  global 
budgets  lead  to  across-the-board  cutbacks  in  spending  on  care. 

POLITICS  AND  HEALTH  CARE 

Most  proposals  for  reform  of  the  health  care  market  envision  a 
larger  governmental  role.  For  example,  under  the  Administration's 
proposal,  the  Federal  Government  would  define  a  basic  benefit 
plan  that  could  be  purchased  by  recipients  of  the  tax  credit  or  de- 
duction (although  they  could  choose  other  plans).  Under  the  man- 
aged competition  proposal,  government  boards  would  define  ac- 
countable health  partnerships  and  the  basic  benefits  people  could 
purchase  and  still  remain  eligible  for  the  tax  subsidy.  Such  govern- 
ment-determined allocation  decisions  are  likely  to  become  politi- 
cized. Decisions  about  which  services  to  cover  and  payments  to 
make  may  be  affected  by  the  politicr.l  influence  of  provider  groups 
rather  than  by  appropriate  medical  and  economic  considerations. 

Governments  already  play  an  enormous  role  in  the  U,S.  health 
care  industry  as  regulators,  purchasers,  and  employers.  Federal. 
State,  and  local  governments  regulate  virtually  every  aspect  of  the 
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industry,  from  the  supply  of  insurance  to  the  practice  of  medicine 
to  the  sale  of  pharmaceuticals.  In  1990  including  the  value  of 
health-related  tax  subsidies,  governments  paid  for  about  the  same 
share  of  the  output  in  this  industry  as  in  the  aerospace  industry. 
The  three  levels  of  government  together  employed  more  than  twice 
as  many  health  and  hospital  workers  as  postal  workers. 

Using  government  bureaucracies  rather  than  markets  to  deter- 
mine industry  outcomes  is  usually  wasteful  and  inefficient.  The  or- 
dinary problems  of  regulation  are  magnified  in  the  health  care  con- 
text for  two  reasons.  First,  setting  quantities  is  difficult  because  of 
the  enormous  variation  in  people's  need  for  and  attitude  toward 
medical  care,  a  product  that  is  constantly  changing.  Second,  regula- 
tors have  to  rely  on  producer  groups  (including  insurers,  doctors, 
and  hospital  employees)  and  some  consumer  group>s  for  information 
and  support,  and  these  groups  share  a  proclivity  to  expand  public 
and  private  expenditures  at  the  expense  of  the  general  public. 

SUMMARY 

•  The  Administration's  proposal  for  health  care  market  reform 
would  expand  the  insurance  coverage  available  to  low-income 
and  middle-income  Americans. 

•  The  use  of  health  risk  adjusters  in  the  Administration  plan 
can  reduce  differences  in  the  cost  of  health  insurance  between 
people  in  good  health  and  people  in  poor  health  Unlike  com- 
munity rating  plans,  health  risk  adjusters  limit  the  incentive 
for  insurers  to  exclude  those  in  poor  health. 

•  Managed  competition  proposals  would  encourage  competition 
among  health  insurers  providing  a  basic  benefit  package.  Man- 
aged competition  requires  that  the  government  play  a  substan- 
tial role  in  the  private  health  insurance  market,  monitoring  in- 
surers and  defining  the  benefits  that  most  Americans  would  re- 
ceive. 

•  Play-or-pay  proposals  focus  on  improving  access  to  insurance 
by  mandating  that  employers  provide  basic  health  insurance  or 
pay  a  tax  to  cover  enrollment  in  a  public  plan.  These  proposals 
do  not  directly  address  the  problem  of  rising  costs  and  may 
cause  firms  to  lay  off  low-wage  workers. 

•  National  health  insurance  proposals  would  provide  insurance 
for  all  Americans  through  a  single  national  insurer.  Without 
substantial  restraints  on  the  quality  and  quantity  of  care  pro- 
vided, national  health  insurance  could  lead  to  a  cost  explosion. 

•  Attempts  to  regulate  the  price  of  health  care  are  often  ineffec- 
tive in  reducing  expenditures  because  of  offsetting  increases  in 
utilization.  If  rate  regulation  succeeds  in  holding  down  prices, 
it  may  lead  to  reductions  in  the  quality  of  health  care  and  to 
waiting  lines  for  services. 
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CONCLUSION 

The  U.S.  hefdth  care  market  provides  a  very  high  standard  of 
health  care  to  most  Americans.  The  cost  of  care  in  this  market  has, 
however,  been  growing  very  rapidly,  and  many  Americans  have  in- 
adequate health  insurance  coverage.  Careful  analysis  of  this 
market  indicates  that  it  is  subject  to  many  of  the  same  economic 
forces  as  other  sectors  and  establishes  certain  guiding  principles 
that  must  be  heeded  if  reform  is  to  be  successful. 

As  government  and  employer-provided  health  insurance  pro- 
grams have  expanded,  Americans  have  been  paying  for  less  of  their 
health  care  out  of  their  own  pockets.  Because  people  with  health 
insurance  do  not  face  the  full  cost  of  their  health  care  decisions, 
they  overconsume  health  care  services.  Over  time,  the  quantity  and 
quality  of  services  consumed  by  Americans  have  been  increasing 
rapidly. 

Because  of  the  high  cost  of  health  care,  many  of  the  poor  and 
chronically  ill  fmd  that  they  cannot  afford  health  insurance.  These 
uninsured  individuals  often  resort  to  hospital  emergency  rooms,  re- 
sulting in  a  very  costly  and  inefficient  use  of  resources.  Most  Amer- 
icans believe  poor  and  unhealthy  people  should  not  have  to  choose 
between  paying  high  premiums  for  health  insurance  or  going  with- 
out any  insurance  at  all. 

Because  of  the  complexity  of  the  health  care  industry,  no  reform 
plan  can  address  all  features  of  the  system  perfectly.  Yet  some  ap- 
proaches are  better  than  others,  because  they  deal  more  directly 
with  the  sources  of  rising  expenditures  and  declining  insurance 
coverage.  Successful  reforms  must  create  incentives  for  consumers, 
insurei-s,  and  providers  to  cut  costs  and  share  the  cost  of  care  for 
the  chronically  ill. 

Experience  in  other  countries  and  in  the  United  States  suggests 
that  health  care  costs  cannot  be  controlled,  even  with  waiting  lines 
and  limits  on  the  use  of  medical  treatments,  unless  the  consump- 
tion of  services  is  limited  through  incentives,  such  as  deductibles 
and  copayments,  that  encourage  people  to  regulate  the  way  they 
use  health  care  services.  Alternatively,  insurers  can  monitor  the 
use  of  care  through  coordinated  care  arrangements.  Failure  to  con- 
trol the  overconsumption  of  services  that  results  from  insurance 
will  make  it  impossible  to  control  health  care  costs. 

Even  if  overall  costs  can  be  controlled,  expenditures  for  health 
care  are  likely  to  remain  higher  for  those  in  poor  health  than  for 
healthy  people.  One  approach  to  this  problem,  community  rating, 
creates  a  single  premium  level  for  everyone.  In  a  competitive  insur- 
ance market,  however,  community  rating  conflicts  with  the  incen- 
tives of  both  insurers  and  healthy  people.  Insurers  will  try  to  dis- 
courage unhealthy  people  from  enrolling  in  their  insurance  plans. 
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leaving  the  chronically  ill  without  insurance.  Alternatively, 
healthy  people  will  opt  out  of  the  insurance  market  or  select  plans 
with  high  deductibles  and  copayments,  so  that  the  premiums  paid 
by  those  remaining  in  more  comprehensive  plans  are  very  high. 
Another  response  to  differences  in  health  risk  is  the  use  of  health 
risk  adjusters,  which  provide  insurers  with  incentives  to  insure 
those  in  poor  health. 

Because  providers  know  more  about  medical  treatment  than  do 
patients,  a  successful  reform  must  give  providers  financial  incen- 
tives to  recommend  only  those  treatments  whose  benefits  exceed 
their  costs.  Financing  arrangements  that  pay  doctors  and  hospitals 
a  fixed  amount  regardless  of  how  many  services  they  provide 
reduce  the  incentive  for  providers  to  recommend  unnecessary  serv- 
ices. An  important  additional  step  toward  achieving  this  goal  is  to 
make  it  easier  for  patients  to  evaluate  health  care  providers.  In- 
formed patients  will  be  better  able  to  identify  providers  that  offer 
high-quality  health  care  at  a  reasonable  price. 

Reforms  that  give  consumers,  insurers,  and  providers  appropri- 
ate incentives  are  likely  to  be  the  most  effective  way  of  controlling 
costs,  improving  access  to  insurance,  and  giving  Americans  the 
quality  of  health  care  that  they  want.  Without  these  incentives, 
health  care  costs  will  continue  to  climb  and  the  number  of  unin- 
sured will  only  grow  larger. 
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192  Special  Message  to  the  Congress  Recommending  a 

Comprehensive  Health  Program.   November  19,  1945 

To  the  Congress  of  the  United  States: 

In  my  message  to  the  Congress  of  September  6,  1945,  there  w^e 
enumerated  in  a  proposed  Economic  Bill  of  Rights  certain  rights  >>^ich 
ought  to  be  assured  to  every  American  citizen. 

One  of  them  was:  "The  right  to  adequate  medical  care  and  the 
opportunity  to  achieve  and  enjoy  good  health."  Another  was  the 
"right  to  adequate  protection  from  the  economic  fears  of  .  .  .  sick- 
ness. .  .  ." 

Millions  of  our  citizens  do  not  now  have  a  full  measure  of  opportunity 
to  achieve  and  enjoy  good  health.  Millions  do  not  now  have  protection 
or  security  against  the  economic  effects  of  sickness.  The  time  lias  ar- 
rived for  action  to  help  them  attain  tliat  opportunity  and  that  protection. 

The  people  of  the  United  States  received  a  shock  when  the  medical 
examinations  conducted  by  the  Selective  Service  System  revealed  the 
widespread  physical  and  mental  incapacity  among  the  young  people  of 
our  nation.  Wc  liad  had  prior  warnings  from  eminent  medical  authori- 
ties and  from  investigating  committees.  The  statistics  of  the  last  war 
had  shown  the  same  condition.  But  the  Selective  Service  System  has 
brought  it  forcibly  to  our  attention  recently — in  terms  which  all  of  us 
can  understand. 

As  of  April  1, 1945,  nearly  5,000,000  male  registrants  between  the  ages 
of  18  and  37  had  been  examined  and  classified  as  unfit  for  military 
service.  The  number  of  those  rejected  for  military  service  was  about 
30  percent  of  all  those  examined.  The  percentage  of  rejection  was 
lower  in  the  younger  age  groups,  and  higher  in  the  higher  age  groups, 
reaching  as  high  as  49  percent  for  registrants  between  the  ages  of  34 
and  37. 

In  addition,  after  actual  induction,  about  a  million  and  a  half  men 
had  to  be  discharged  from  the  Army  a  no  Navy  for  physical  or  mental 
disability,  exclusive  of  wounds;  and  an  equal  number  had  to  be  treated 
in  the  Armed  Forces  for  diseases  or  defects  which  existed  before 
induction. 

Among  tlie  young  women  wlio  applied  for  admission  to  tlie  Women's 
Army  Corps  there  was  similar  disability.  Over  one-third  of  those 
examined  were  rejected  for  physical  or  mental  reasons. 

These  men  and  women  who  were  rejccred  for  military  service  are 
not  necessarily  incapable  of  civilian  work.   It  is  plain,  however,  that 
they  have  illnesses  and  defects  that  handicap  them,  reduce  their  work- 
ing capacity,  or  shorten  their  lives. 
It  is  not  $0  important  to  search  the  past  in  order  to  fix  the  blame  for 
Reproduced  from  Special  message  to  the  Congress 
recommending  a  Comprehensive  Health  Program. 
In  the  Public  papers  of  the  Presidents  of  the 
United  States:  Harry  S.  Truman,  G.P.O.,  1961. 
p.  475-491. 
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Hftrry  S,  Truman,  Nov.  19  [192] 

these  conditions.  It  is  more  important  to  resolve  now  that  no  American 
child  shall  come  to  adult  life  with  diseases  or  defects  which  can  be  pre- 
vented or  corrected  at  an  early  age. 

Medicine  has  made  great  strides  in  this  generation— especially  dur- 
ing the  last  four  years.  We  owe  much  to  the  skill  and  devotion 
of  the  medical  profession.  In  spite  of  great  scientific  progress,  how- 
ever, each  year  we  lose  many  more  persons  from  preventable  and 
premature  deaths  than  we  lost  in  battle  or  from  war  injuries  during 
the  entire  war. 

We  are  proud  of  past  reductions  in  our  death  rat^s.  But  these  re- 
ductions have  come  princij)ally  from  public  health  and  other  com- 
munity services.  We  have  been  less  effective  in  making  available  to 
all  of  our  people  the  benefits  of  medical  progress  in  the  care  and 
treatment  of  individuals. 

In  the  past,  the  benefits  of  modern  medical  science  have  not  been 
enjoyed  by  our  citizens  with  any  degree  of  equality.  Nor  are  they 
today.  Nor  will  tlicy  be  in  the  future — unless  government  is  bold 
enough  to  do  somctliing  about  it. 

People  with  low  or  moderate  incomes  do  not  get  die  same  medical 
attention  as  those  with  high  incomes.  The  poor  have  more  sickness, 
but  they  get  less  medical  care.  People  who  live  in  rural  areas  do  not 
get  the  same  amount  or  quality  of  medical  attention  as  those  who  live 
in  our  cides. 

Our  new  Economic  Bill  of  Rights  should  mean  health  security  for 
all,  regardless  of  residence,  station,  or  race — everywhere  in  the  United 
States. 

Wc  should  resolve  now  that  the  health  of  this  Nation  is  a  national 
concern;  that  financial  barriers  in  the  way  of  attaining  health  shall  be 
removed;  that  the  health  of  all  its  citizens  deserves  the  help  of  all  the 
Nation. 

There  arc  five  basic  problems  whicli  we  must  attack  vigorously  if  we 
would  reach  the  health  objectives  of  our  Economic  Bill  of  Rights. 

I.  The  first  has  to  do  with  the  number  and  distribution  of  doctors 
and  hospitals.  One  of  the  most  important  requirements  for  adequate 
health  service  is  professional  personnel — doctors,  dentists,  public  health 
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and  hospital  administrators,  nurses  and  otlicr  experts. 

The  United  States  has  been  fortunate  with  respect  to  physicians.  In 
proportion  to  population  it  has  more  than  any  large  country  in  the 
world,  and  they  are  well  trained  for  their  calling.  It  is  not  enough, 
however,  that  we  have  them  in  sufficient  numbers.  They  sliould  be 
located  where  their  services  are  ncetlcd.  In  this  respect  we  are  not  so 
fortunate. 

The  distribution  of  physicians  in  the  United  States  lias  been  grossly 
uneven  and  unsatisfactory.  Some  communities  have  had  enough  or 
even  too  many;  others  have  had  too  few.  Year  by  year  tlic  number  in 
our  rural  areas  has  been  climinislnng.  Indeed,  in  1940,  tlicrc  were  31 
counties  in  the  United  States,  each  with  more  than  a  diousand  inhabit- 
ants, in  which  there  was  not  a  single  practicing  pliysician.  The  situa- 
tion with  respect  to  dentists  was  even  worse. 

One  imjx>rtant  reason  for  this  disparity  is  that  in  some  communities 
there  are  no  adequate  facilities  for  the  practice  of  medicine.  Another 
reason— closely  allied  with  tlie  first— is  that  the  earning  capacity  of  the 
people  in  some  communities  makes  it  difficult  if  not  impossible  for 
doctors  who  practice  tliere  to  make  a  living. 

The  demobilization  of  60,000  doctors,  and  of  the  tens  of  thousands  of 
other  professional  personnel  in  the  Armed  Forces  is  now  proceeding 
on  a  large  scale.  Unfortunately,  unless  we  act  rapidly,  we  may  expect 
to  see  them  concentrate  in  the  places  with  greater  financial  resources 
and  avoid  otlier  places,  making  the  inequalities  even  greater  than  before 
the  war. 

Demobilized  doctors  cannot  be  assigned.  They  must  be  attracted.  In 
order  to  be  attracted,  they  must  be  able  to  see  ahead  of  them  profes- 
sional opportunities  and  economic  assurances. 

Inequalities  in  the  distribution  of  medical  personnel  are  matched  by 
incquaHties  in  hospitals  and  other  health  facilities.  Moreover,  there  are 
just  too  few  hospitals,  clinics  and  health  centers  to  take  proper  care  of 
the  people  of  the  United  States. 

About  1,200  counties,  40  percent  of  the  total  in  the  country,  with  some 
15,000,000  people,  have  cither  no  local  hospital,  or  none  that  meets  even 
the  minimum  standards  of  national  professional  associations. 
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Tlic  deficiencies  are  especially  severe  in  rural  and  semirural  areas  and 
in  those  cities  where  changes  in  population  have  placed  great  strains 
on  community  facilities. 

I  want  to  empliasize,  however,  that  the  basic  problem  in  this  field 
cannot  he  solved  merely  by  building  facilities.  They  have  to  be  staffed; 
and  the  communities  have  to  be  able  to  pay  for  the  services.  Other- 
wise the  new  facilities  will  be  little  used. 

2.  The  second  basic  problem  is  the  need  for  development  of  public 
health  services  and  maternal  and  chiUl  care.  The  Congress  can  be 
justifiably  proud  of  its  share  in  making  recent  accomplishments  possi- 
ble. Public  liealth  and  maternal  and  child  health  programs  already 
have  made  important  contributions  tc  r.ational  heahh.  But  large  nccils 
remain.  Great  areas  of  our  country  arc  still  without  these  services. 
This  is  especially  true  among  our  rural  areas;  but  it  is  true  also  in  far 
too  many  urban  communities. 

Although  local  public  health  departments  arc  now  maintained  by 
some  18,000  counties  and  other  local  units,  many  of  these  have  only 
skeleton  organizations,  and  approximately  40,000,000  citizens  of  the 
United  States  still  live  in  communities  lacking  full-time  local  public 
health  service.  At  the  recent  rate  of  progress  in  developing  such  serv- 
ice, it  would  take  more  than  a  hundred  years  to  cover  the  wiiolc  Nation. 

If  we  agree  that  the  national  health  must  be  improved,  our  cities, 
towns  and  farming  communities  must  be  made  healthful  places  in 
which  to  live  through  provision  of  safe  water  systems,  sewage  disposal 
plants  and  sanitary  facilities.  Our  streams  and  rivers  must  be  safe- 
guarded against  pollution.  In  addition  to  building  a  sanitary  environ- 
ment for  ourselves  and  for  our  children,  we  must  provide  those  services 
which  prevent  disease  and  promote  health. 

Services  for  expectant  mothers  and  for  infants,  care  of  crippled  or 
otherwise  physically  handicapped  ehi)drcn  and  inoculation  for  the  pre- 
vention of  communicable  diseases  are  accepted  public  health  functions. 
So  too  are  many  kinds  of  personal  services  such  as  the  diagnosis  and 
treatment  of  widespread  infections  like  tuberculosis  and  venereal  dis- 
ease. A  large  part  of  the  population  today  lacks  many  or  all  of  these 
services. 
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Our  success  in  the  traditional  public  health  sphere  is  made  plain  by 
the  conquest  over  many  communicable  diseases.  Typhoid  fever,  sinall- 
JK)X,  and  diphtheria — diseases  for  which  there  arc  cfTcciivc  controls — 
have  become  comparatively  rare.  We  must  make  the  same  gains  in 
reducing  our  maternal  and  infant  mortality,  in  controllin}»  tubercu- 
losis, venereal  disease,  malaria,  and  other  major  threat';  10  life  and 
Iienhh.  We  arc  only  hcginnini;  to  realize  our  i>oicnnaiiiics  in  achiev- 
ing physical  well-being  for  all  our  iKOple. 

3.  The  third  basic  problem  concerns  medical  research  and  profes- 
sional education. 

We  have  long  recognized  diat  \vc  cannot  he  conici>l  with  what  is 
already  known  about  health  or  disease.  We  must  learn  ami  under- 
stand more  about  health  and  how  to  prevent  and  cure  disease. 

Research — well  directed  and  continuously  supi)orieci — can  do  much 
10  tievelop  ways  to  reduce  those  diseases  of  l)ody  and  mind  which  now 
cause  most  sickness,  disability,  and  premature  death — diseases  of  the 
licart,  kidneys  and  arteries,  rheumatism,  cancer,  diseases  of  childbirth, 
inf.mcy  and  childhcKxl,  respiratory  diseases  and  tuberculosis.  And  re- 
sea  rcli  can  do  much  toward  teaching  us  liow  to  keep  well  and  how  to 
prolong  healthy  human  life. 

Cancer  is  among  tijc  leading  causes  of  death.  It  is  responsible  for 
over  160.000  recorded  deaths  a  year,  and  should  receive  S|>ecial  atten- 
tion. Though  we  already  have  the  National  Cancer  Institute  of  the 
Public  Hcaltli  Service,  wc  need  still  more  coordinated  research  on  the 
cause,  prevention  and  cure  of  this  disease.  We  need  more  fmancial 
support  for  research  and  to  cst.iblish  special  clinics  and  hospitals  for 
diagnosis  and  treatment  of  the  disease  especi.illy  in  its  e.irly  stages.  Wc 
need  to  train  more  physicians  for  the  highly  si>ccializcd  services  so 
essential  for  effective  control  of  cancer. 

There  is  also  special  need  for  research  on  mental  diseases  and  ab- 
normalities. We  have  done  pitifully  little  about  mental  illnesses.  Ac- 
curate statistics  are  lacking,  but  there  is  no  doubt  that  there  arc  at  least 
tv/o  million  persons  in  the  United  States  who  arc  mentally  ill,  and  that 
as  many  as  ten  million  will  probably  need  hospitalization  for  mental 
illness  for  some  period  in  the  course  of  their  lifetime.  A  great  many  of 
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these  persons  would  he  helped  by  proper  care.  Mental  cases  occupy 
more  than  one-half  of  the  hospital  bods,  at  a  cost  of  about  500  m»lhon 
dollars  per  year-practically  all  of  it  coming  out  of  taxpayers'  money. 
Eacli  year  there  are  i2'5,oco  new  mental  ca^es  admitted  to  institutions. 
We  need  more  mental-disease  lujspitaH,  more  out-patient  clinics.  We 
neal  more  services  for  early  diagnosis,  aiul  cMKciaily  we  need  mucii 
more  research  to  learn  how  to  prevent  menial  hreakilown.  Also,  we 
must  have  many  more  trained  and  qualiried  docK^rs  in  tliis  Held. 

It  is  clear  that  we  have  not  done  enough  in  pc.ice-iimc  for  medical 
research  and  education  in  view  of  our  enormous  resources  and  our 
national  interest  in  heahli  progress.  The  money  invested  in  research 
pays  enormous  diviilcnds.  If  any  one  doubts  this,  let  him  thmk  of 
IKiiicillin,  plasma,  DDT  powder,  and  new  rehabilitation  techniques. 

4.  The  fourili  problem  has  to  do  with  the  high  cost  of  indivulual 
medical  care.  Tlie  principal  reason  why  people  do  not  receive  the  care 
they  need  is  that  diey  cannot  aflonl  to  pay  for  it  on  an  individual  basis 
at  the  lime  they  need  it.  This  is  true  not  only  for  needy  jK-rsons.  It  is 
also  true  for  a  large  proportion  of  normally  self-supporting  persons. 

In  the  aggregate,  all  health  services— from  public  health  agencies 
physici.ms,  hospitals,  dentists,  nurses  and  laboratories— .absorb  only  about 
4  percent  of  the  national  income.  We  can  afford  to  spend  more  for 
health. 

But  four  jxrrcent  is  only  an  average.  It  is  cold  comfort  in  individual 
cases.  Individual  families  pay  their  individual  costs,  and  not  average 
costs.  They  may  be  hit  by  sickness  that  calls  for  many  limes  the  aver- 
age cost— in  extreme  cases  for  more  than  their  annual  income.  When 
this  hapi)cns  they  may  come  face  to  face  with  economic  disaster.  Many 
families,  fearful  of  expense,  delay  calling  die  doctor  long  beyond  the 
time  when  medical  care  would  do  the  most  good. 

For  some  persons  with  very  low  income  or  no  income  at  all  we  now 
use  taxpayers'  money  in  die  form  of  free  services,  free  clinics,  and  pub- 
lic hospitals.  Tax-supported,  free  medical  care  for  needy  persons,  how- 
ever, is  insufficient  in  most  of  our  cities  and  in  nearly  all  of  our  rural 
areas.  This  deficiency  cannot  be  met  by  private  charity  or  the  kindness 
of  i'^dividual  physicians. 


f;3  BEST  COPY  AVAILABLE 

ERIC 


83 


Each  of  us  knows  doctors  who  work  through  endless  days  and  nights, 
never  expecting  to  be  paid  for  their  services  because  many  of  their  pa- 
tients arc  unable  to  pay.  Often  the  physician  spends  not  only  his  time 
and  effort,  but  even  part  of  the  fees  he  has  collected  from  patients  able 
to  pay,  in  order  to  buy  medical  supplies  for  those  who  cannot  afford 
them.  I  am  sure  tliat  there  are  thousands  of  such  piiysicians  tlirough- 
out  our  country.  They  cannot,  and  should  not,  be  expected  to  carry 
so  heavy  a  load. 

5.  The  fifth  problem  has  to  tlo  with  loss  of  earnings  when  sickness 
strikes.  Sickness  not  only  brings  doctor  bills;  it  also  cuts  off  income. 

On  an  average  day,  there  are  about  7  million  persons  so  disabled  by 
sickness  or  injury  that  they  cannot  go  about  their  usual  tasks.  Of  these, 
about  314  millions  are  persons  who,  if  they  were  not  tlisablcd,  would  be 
working  or  seeking  employment.  More  than  one-half  of  these  <lisabled 
workers  have  already  been  tlisabled  for  six  monihs;  many  of  them  will 
continue  to  be  disabled  for  years,  and  some  for  the  remainder  of  their 
lives. 

Every  year,  four  or  five  hundred  million  working  days  are  lost  from 
productive  employment  because  of  illness  antl  accident  among  those 
working  or  looking  for  work— about  forty  times  the  number  of  days 
lost  iKCause  of  strikes  on  the  aver::ge  durhig  the  ten  years  before  the 
war.  About  nine-tenths  of  this  enormous  loss  is  due  to  illness  and  acci- 
dent that  is  not  tlirectly  connected  with  employment,  and  is  therefore 
not  covered  by  workmen's  compensation  laws. 


These  then  are  the  five  important  problems  which  must  be  solved, 
if  we  hope  to  attain  our  objective  of  adequate  medical  care,  good  heahh, 
and  protection  from  the  economic  fears  of  sickness  and  disability. 

To  meet  these  problems,  I  recommend  that  the  Congress  adopt  a 
comprehensive  and  modern  health  program  for  the  Nation,  consisting 
of  five  major  parts — each  of  which  contributes  to  all  the  others. 

first:  construction  of  hospitals  and  RhLATFD  FACILITIFS 

The  Federal  Government  should  provide  financial  and  other  assist- 
ance for  the  construction  of  needed  hospitals,  health  centers  and  other 

482 


84 


Harry  S.  Truman,  1943  Nov.  19  [192] 

medical,  health,  and  rehabilitation  facilities.  With  the  help  of  Federal 
funds,  it  should  be  possible  to  meet  deficiencies  in  hospital  and  health 
facilities  so  that  modern  services— for  both  prevention  and  cure— can  be 
accessible  to  all  the  people.  Federal  financial  aid  should  be  available 
not  only  to  build  new  facilities  where  needed,  but  aho  to  enlarge  or 
modernize  those  we  now  have. 

In  carrying  out  this  program,  there  should  be  a  clear  division  of 
responsibilities  between  the  States  and  the  Federal  Government.  The 
States,  localities  and  the  Feilcrnl  Government  should  share  in  the  finan- 
cial responMblliiies.  The  Federal  Government  should  not  construct  or 
operate  these  hospitals.  It  sliouhh  however,  lay  down  minimum  na- 
tional standards  for  construction  anil  opcr.ition,  and  should  make  sure 
tiiat  Federal  fumls  are  allocated  to  tho'ie  areas  and  projects  where  Fed- 
eral aid  is  needed  most.  In  approving  state  plans  and  individual  proj- 
eas,  and  in  fixing  the  nniional  si.mdards.  the  Falcr.d  agency  should 
havr  the  lu  li)  oi  a  strictly  advisory  body  that  InchuKs  both  public  antl 
professidnal  numbers. 

Adiquatr  emphasis  should  he  givtn  to  facilities  thai  are  panicubrly 
useful  for  prevention  of  disra^es-nicntal  as  well  as  physical— and  to 
the  coordination  uf  various  kinds  of  facilities,  h  should  be  jxissible  to 
go  a  long  way  toward  knitting  togtther  facilities  for  pre\ention  v.ith 
facilities  for  cure,  the  large  ho^piials  of  medical  centers  widi  the  smaller 
instituiions  of  surromuling  are.iv  ilie  farilities  for  the  civilian  popula- 
tion with  the  facilitirs  for  vt  tcranv 

Ihe  general  policy  of  I'tdrr.il  State  paiinership  whltli  ha>  done  so 
much  Ui  provide  the  magnilkiiit  highv.Mys  of  ihe  Unltci!  Siatts  tan  be 
adapted  to  the  consirm  liun  ol  liospitaK  in  tlie  toininuniiies  which  need 
then^. 

sFrosn:  i.xpANsioN-  (u-  prune,  iuai.tii,  matirnai.  and  cun.n  nrAi.in 

SI  }-'vi(  r 

Our  pro-i  iins  for  pMblic  lu\.l:h  and  related  vrvi.<^  sh-Mild  he  en- 
Lrgeii  and  ^'rengtlRiud.  Tlic  p.ris'.n:  I-(  d(  ral  Stai.  t  onju  ratix c  lualth 
I.:.);:r.Mnv  di.il  wuh  guieral  pultli.'  lualth  work,  tubtrculosis  and  ve- 
niu  d  .ii-M-e  ct)nii<»l.  nnluiial  and  child  health  5cr\ices.  and  services 
i  •:•  .ti  childien 
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Tlicsc  programs  were  cs[KcinlIy  developed  in  the  ten  years  before 
the  war,  and  liave  been  extended  in  some  areas  during  the  war.  They 
have  already  made  important  contributions  to  national  healtii,  but  they 
have  not  yet  reached  a  large  projwriion  of  our  rural  areas,  and,  in  many 
cities,  I  hey  are  only  partially  develojKd. 

No  area  in  the  Nation  shouM  continue  to  be  without  the  services  of 
a  fiill-tiiiie  health  olTicer  and  other  essential  j^ersonnel.  No  area  should 
be  without  essential  public  healih  services  or  sanitation  facilities.  No 
area  should  be  without  community  health  services  such  as  maternal  and 
ehiid  health  care. 

Hospitals,  clinics  and  health  centers  must  be  built  to  meet  the  needs 
of  ihc  total  i>opulaiion,  :in(l  must  make  adequate  provision  for  the  safe 
birth  of  every  b.iby,  and  for  the  healih  protection  of  infants  and  children. 

Present  laws  rel.iiiii,ir  to  general  piiljlie  hcahh,  an<l  to  maternal  and 
child  lualth,  have  built  n  solid  foumlaiion  of  Inderal  coo|Kraiion  with 
the  States  i:i  ailminisicrin-r  community  health  services.  The  emer- 
gency maternity  and  infant  care  pro-.Min  for  the  wives  and  infants  of 
servicemen— a  great  wartime  service  authorized  by  the  Congress—has 
materially  increased  the  experience  of  every  Stale  health  agency,  and 
has  providetl  much-needed  care.  So  too  have  oilier  war'ime  programs 
such  as  venereal  tlisease  control,  industrial  hygiene,  malaria  control, 
tuberculosis  control  and  other  services  offered  in  war  essential 
communities. 

1  he  Federal  Cover fnncni  should  cooperate  by  more  generous  grants 
to  ilic  Slates  than  are  j)rovidetl  untler  [Present  laws  for  public  h.eahh 
services  and  for  maternal  and  ehil<l  health  care.  The  program  should 
continue  to  be  partly  financed  by  the  States  themselves,  and  should  be 
administered  l)y  the  States.  Faleral  grants  should  be  in  projxjriion  to 
State  and  local  expenditures,  and  should  also  vary  in  accordance  with 
the  financial  ability  of  the  respective  Sia'es. 

The  health  of  American  children,  like  their  education,  should  be 
recognized  as  a  definite  public  responsibility. 

In  the  conquest  of  many  tliseases  prevention  is  even  more  important 
than  cure.  A  well-rounded  national  health  program  should,  therefore, 
include  systematic  and  wide-spread  health  and  physical  education  and 
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examinations,  beginning  widi  the  youngest  children  and  extending 
into  community  organizations.  Medical  and  dental  examinations  of 
school  children  are  now  inadequate.  A  preventive  hcahh  program,  to 
be  successful,  must  <liscover  defects  as  early  as  possible.  'We  should, 
therefore,  sec  to  it  that  our  health  programs  are  pushed  most  vigorously 
with  the  youngest  section  of  the  population. 

Of  course,  Federal  aid  for  community  health  services— for  general 
public  heahh  and  for  mothers  end  children— should  complement  and 
not  duplicate  prepaid  medical  services  for  individuals,  proposed  by  the 
fourth  recommendation  of  this  message. 

THIRO:  NUDICAL  >DUCATION  AND  RF.bF.ARCII 

The  Federal  Government  should  undertake  a  hroad  program  to 
strcn^tlien  professional  education  in  meilical  anil  related  fields,  and  to 
encourage  and  support  medical  research. 

Profcsslon.ll  education  should  be  strengthcnctl  where  necessary 
through  Federal  grants-in-aiil  to  public  and  to  non-profit  private  insti- 
tutions. Medical  research,  also,  should  be  encouraged  and  supported 
in  the  Federal  agencies  and  by  grants-in-aid  to  public  and  non-profit 
private  .igcncics. 

In  my  me:>sage  to  the  Congress  of  September  6,  19^5, 1  made  various 
recommendations  for  a  general  Federal  research  program.  Medical 
research— dealing  with  the  broad  fields  of  physical  and  mental  ill- 
ncs';cs— should  be  made  effective  in  part  through  that  general  program 
and  in  part  through  specific  provisions  within  the  scope  of  a  national 
health  program. 

Federal  aid  to  promote  and  support  research  in  medicine,  pubhc 
health  and  allied  fields  is  an  essential  part  of  a  general  research  program 
to  be  administered  by  a  central  Federal  research  agency.  Federal  aid 
for  medical  research  and  education  is  also  an  essential  part  of  any  na- 
tional health  program,  if  it  is  to  meet  its  rc^>ponsibilitics  for  high  grade 
medical  services  and  for  continuing  progress.  Coordination  of  the  two 
programs  is  obviously  necessary  to  assure  efficient  use  of  Federal  funds. 
Legislation  covering  medical  research  in  a  national  health  program 
should  provide  for  such  coordination. 
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fouxth:  prepayment  of  meoical  costs 

Everyone  should  liavc  ready  access  to  all  necessary  medical,  hospial 
and  related  services. 

I  recommend  solving  the  basic  problem  by  distributing  the  costs 
through  expansion  of  our  existing  compulsory  social  insurance  system. 
This  is  not  socialized  medicine. 

Everyone  who  carries  fire  insurance  knows  how  the  law  of  averages 
is  made  to  work  so  as  to  spread  the  risk,  and  to  iKrnefit  the  insured  who 
actually  suffers  the  loss.  If  instead  of  tlie  costs  of  sickness  being  paid 
only  by  those  who  get  sick,  all  the  [icople— sick  and  well — were  re- 
quired to  pay  premiums  into  an  insurance  fund,  the  jk)oI  of  fumls  thus 
created  would  enable  all  who  do  fall  sick  to  be  adequately  served  widi- 
out  overburdening  anyone.  That  is  the  principle  uj>on  which  all  forms 
of  insurance  are  based. 

During  the  just  fifteen  ye.irs»  hospital  insurance  plans  have  taught 
many  Americans  tiiis  magie  of  averages.  Vohnu.iry  licahh  insurance 
plans  have  been  expanding  during  recent  years;  but  ilielr  rate  of  growth 
does  not  justify  the  belief  that  they  will  mm  more  than  a  fraction  of 
our  people's  needs.  Only  alxjut  3%  or  4%  of  our  {X)pulation  now  have 
insurance  providing  comprehensive  medical  care. 

A  system  of  required  prepayment  would  not  only  spreatl  the  costs  of 
medical  care,  it  would  also  prevent  much  serious  disease.  Since  medical 
bills  would  be  paid  by  the  insurance  fund,  doctors  wouM  more  often 
be  consulted  when  the  first  signs  of  disease  occur  instead  of  when  the 
disease  has  become  serious.  Modern  hospital,  specialist  and  lalwratory 
services,  as  needed,  would  also  become  avail.ible  to  all,  and  would  im- 
prove the  quality  and  adequacy  of  care.  Prepayment  of  medical  care 
would  go  a  long  way  toward  furnishing  insurance  against  disease  itself, 
as  well  as  against  medical  bills. 

Such  a  system  of  prepayment  should  cover  medical,  hospital,  nurs- 
ing and  laboratory  services.  It  should  also  cover  dental  care — as  fully 
and  for  as  many  of  the  population  as  the  available  professional  person- 
nel and  the  financial  resources  of  the  system  permit. 

The  ability  of  our  people  to  pay  for  adequate  medical  care  will  be 
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increased  if,  while  they  arc  well,  they  pay  regularly  into  a  common 
health  fund,  instead  of  paying  sporadically  and  unevenly  when  they 
arc  sick.  This  health  fund  should  be  built  up  nationally,  in  order  to 
establish  the  broadest  and  most  stable  basis  for  spreading  the  costs  of 
illness,  and  to  assure  adequate  financial  support  for  doctors  and  hos- 
pitals everywhere.  If  we  were  to  rely  on  state-by-state  action  only,  many 
years  would  elapse  before  wc  had  any  general  coverage.  Meanwhile 
health  service  would  continue  to  be  grossly  uneven,  and  disease  would 
continue  to  cross  state  boundary  lines. 

Medical  services  arc  personal.  Tlierefore  the  nation-wide  system 
must  be  highly  decentralized  in  administration.  The  local  adminis- 
trative unit  must  be  the  keystone  of  the  system  so  as  to  provide  for  local 
services  and  adaptation  to  local  needs  and  conditions.  Locally  as  well 
as  nationally,  ix)licy  and  administration  should  be  guided  by  advisory 
committees  in  wliich  the  public  and  the  medical  professions  arc 
represented. 

Subject  to  national  standards,  methods  and  rates  of  paying  doctors 
and  hospitals  should  be  adjusted  locally.  AH  such  rates  for  doctors 
shoultl  be  adequate,  and  should  be  appropriately  adjusted  upward  for 
those  who  are  qualified  specialists. 

People  should  remain  free  to  choose  their  own  physicians  and  hos- 
pitals. The  removal  of  financial  barriers  between  patient  and  doctor 
would  enlarge  the  present  freedom  of  choice.  The  legal  requirement 
on  the  population  to  contribute  involves  no  compulsion  over  the  doctor's 
freedom  to  decide  what  services  his  patient  needs.  People  will  remain 
free  to  obtain  and  pay  for  medical  service  outside  of  the  health  insur- 
ance system  if  they  desire,  even  though  they  arc  members  of  the  system; 
just  as  they  arc  free  to  send  their  children  to  private  instead  of  to  public 
schools,  although  they  must  pay  taxes  for  public  schools. 

Likewise  physicians  should  remain  free  to  accept  or  reject  patients. 
They  must  be  allowed  to  decide  for  themselves  whether  they  wish  to 
participate  in  the  health  insurance  system  full  time,  part  time,  or  not 
at  all.  A  physician  may  have  some  patients  who  arc  in  the  system  and 
some  who  are  not.  Physicians  must  be  permitted  to  be  represented 
through  organizations  of  their  own  choosing,  and  to  decide  whether  to 
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carry  on  in  individual  practice  or  to  join  with  other  doctors  in  group 
practice  in  hospitals  or  in  clinics. 

Our  voluntary  hospitals  and  our  city,  county  and  state  general  hos- 
pitals, in  tlie  same  way,  must  be  free  to  participate  in  the  system  to  what- 
ever extent  they  wish.  In  any  case  they  must  continue  to  retain  their 
administrative  independence. 

Voluntary  organizations  wliich  provide  health  services  that  meet  rea- 
sonable standards  of  quality  should  be  entitled  to  furnish  services  under 
the  insurance  system  and  to  be  reimbursed  for  them.  Voluntary  co- 
operative organizations  concerned  witli  paying  doctors,  hospit.ils  or 
others  for  health  services,  but  not  providing  services  directly,  shouki  be 
entitled  to  participate  if  they  can  contribute  to  the  efficiency  and  econ- 
omy of  the  system. 

None  of  this  is  really  new.  The  American  people  are  tlie  most  in- 
sur.mce-niinded  people  in  tlie  world.  They  will  not  be  frightened  off 
from  iiealth  insurance  because  some  people  have  misnamed  it  "socialized 
me<Iicine". 

I  repeat— what  I  am  recommending  is  not  socialized  medicine. 

Socialized  medicine  means  that  all  doctors  work  as  employees  of 
government.  The  American  people  want  no  such  system.  No  such 
system  is  here  proposed. 

Under  the  plan  I  suggest,  our  people  would  continue  to  get  medical 
and  liospital  services  just  as  they  do  now— on  the  basis  of  their  own 
voluntary  decisions  and  ciioices.  Our  doctors  and  hospitals  would  con- 
tinue to  deal  with  disease  with  tiie  same  professional  freedom  as  now. 
There  would,  however,  be  this  all-iinportant  difference:  whether  or  not 
patients  get  the  services  they  need  would  not  depend  on  iiow  much  they 
can  afford  to  pay  at  the  time. 

I  am  in  favor  of  the  broadest  iwssible  coverage  for  this  insurance 
system.  I  believe  that  all  persons  who  work  for  a  living  and  their 
dependents  should  be  covered  under  such  an  insurance  pipn.  This 
would  include  wage  and  salary  earners,  those  in  business  for  them- 
selves,  professional  persons,  farmers,  agricultural  labor,  domestic  em- 
ployees, government  employees  and  employees  of  non-profit  institutions 
and  their  families. 
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In  addition,  needy  persons  and  other  groups  should  be  covered 
through  appropriate  premiums  paid  for  them  by  public  agencies.  In- 
creased Federal  funds  should  also  be  made  available  by  the  Congress 
under  the  public  assistance  programs  to  reimburse  the  States  for  part  of 
such  premiums,  as  well  as  for  direct  expenditures  made  by  the  States 
in  paying  for  medical  services  provided  by  doctors,  hospitals  and  other 
agencies  to  needy  persons. 

Premiums  for  present  social  insurance  benefits  are  calculated  on  the 
first  $3,000  of  earnings  in  a  year.  It  might  be  well  to  have  all  such 
premiums,  including  those  for  heahli,  calculated  on  a  somewhat  higher 
amount  such  as  $3,600. 

A  broad  program  of  prepayment  for  medical  care  would  need  total 
amounts  approximately  equal  lu  4%  of  such  earnings.  The  people  of 
the  United  States  have  been  spending,  on  the  average,  nearly  this  per- 
centage of  tiieir  incomes  for  sickness  care.  How  much  of  the  total  fund 
should  come  from  the  insurance  premiums  and  how  much  from  general 
revenues  is  a  matter  for  the  Congress  to  decide. 

The  plan  which  I  have  suggested  would  be  sufficient  to  pay  most 
doctors  more  than  the  best  they  have  received  in  peacetime  years.  The 
payments  of  the  doctors'  bills  would  be  guaranteed,  and  the  doctors 
would  be  spared  the  annoyance  and  uncertainty  of  collecting  fees  from 
individual  patients.  The  same  assurance  would  apply  to  hospitals, 
demists  and  nurses  for  the  services  they  render. 

Federal  aid  in  the  construction  of  hospitals  will  be  futile  unless  there 
is  current  purchasing  power  so  that  people  can  use  these  hospitals. 
Doctors  cannot  be  drawn  to  sections  which  need  them  without  some 
assurance  that  they  can  make  a  living.  Only  a  nation-wide  spreading 
of  sickness  costs  can  supply  such  sections  vith  sure  and  sufficient  pur- 
chasing power  to  maintain  enough  physicians  and  hospitals. 

We  arc  a  rich  nation  and  can  afford  many  tilings.  But  ill-health 
which  can  be  prevented  or  cured  is  one  thing  we  cannot  afford. 

riFTH:  PROTECTION  AGAINST  LOSS  OF  WAGES  FROM  SICKNESS  AND  DISABILITY 

What  I  have  discussed  heretofore  has  been  a  program  for  improving 
and  spreading  the  health  services  and  facilities  of  the  Nation,  and  pro- 
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viding  an  efficient  and  less  burdensome  system  of  paying  for  them. 

But  no  matter  what  we  do,  sickness  will  of  course  come  to  many. 
Sickness  brings  with  it  loss  of  wages. 

Therefore,  as  a  fifth  element  of  a  comprehensive  health  program,  the 
workers  of  the  Nation  ar  '  their  families  should  be  protected  against 
loss  of  earnings  l>ccause  of  illness.  A  comprehensive  health  program 
must  include  the  payment  of  benefits  to  replace  at  least  part  of  the 
earnings  that  are  lost  during  the  period  of  sickness  and  iongtcrm  dis- 
ability. Tliis  protection  can  be  readily  and  conveniently  provided 
through  expansion  of  our  present  social  insurance  system,  with  apprcv- 
priate  adjustment  of  premiums. 

Insurance  against  loss  of  wages  from  sickness  and  disability  deals 
v/ith  cash  benefits,  rather  than  with  services.  It  has  to  be  coordinated 
whh  the  other  cash  benefits  under  existing  soci.il  insurance  systems. 
Such  coordination  should  be  efTcctal  when  other  social  security  meas- 
ures are  reexamined.  I  sh.ill  bring  this  subject  again  to  the  attention 
of  the  Congress  in  a  separate  message  on  social  security. 


I  strongly  urge  that  the  Congress  give  careful  consideration  to  this 
program  of  health  legislation  now. 

Many  millions  of  our  veterans,  accustomed  in  the  armed  forces  to  the 
best  of  medical  and  iiospital  care,  will  no  longer  be  eligible  for  such 
care  as  a  m.itter  of  right  except  for  their  service-connected  disabihties. 
They  deserve  continued  adequate  and  comprehensive  health  service. 
And  their  dependents  deserve  it  too. 

By  preventing  illness,  by  assuring  access  to  needed  community  and 
personal  health  services,  by  promoting  medical  research,  and  by  protect- 
ing our  people  against  the  loss  caused  by  sickness,  we  shall  strengthen 
our  national  liealth,  our  national  defense,  and  our  economic  produc- 
tivity. We  shall  increase  the  professional  and  economic  opportunities 
of  our  physicians,  dentists  and  nurses.  We  shall  increase  the  effective- 
ness of  our  hospitals  and  public  health  agencies.  Wc  shall  bring  new- 
security  to  our  people. 
Wc  need  to  do  this  especially  at  this  time  because  of  the  return  to 

civilian  life  of  many  doctors,  dentists  and  nurses,  particularly  young 
men  and  women. 

Appreciation  of  modern  achievements  in  medicine  and  public  health 
has  created  widespread  demand  that  they  be  fully  applied  and  univer- 
sally available.  By  meeting  that  demand  wc  shall  strengthen  the  Nation 
to  meet  future  economic  and  social  problems;  and  *ve  shall  make  a  most 
important  contribution  toward  freedom  from  want  in  our  land. 

Harky  S.  Truman 
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394   Remarks  With  President  Truman  at  the  Signing  in 
Independence  of  the  Medicare  Bill.   ]uly  30,  1965 


President  Truman.  Thank  you  wcry  much. 
I  am  glad  you  like  the  President.  I  like  him 
too.  He  is  one  of  the  finest  men  I  ever  ran 
across. 

Mr.  President,  Mrs.  fohnson,  distinguished 
guests: 

You  have  done  me  a  great  honor  in  com- 
ing here  today,  and  you  have  made  me  a 
very,  very  happy  man. 

Tliis  is  an  important  hour  for  the  Nation, 
for  those  of  our  citizens  who  have  completed 
their  tour  of  duty  and  have  moved  to  the 
sidelines.  Theso  are  the  days  that  we  are 
trying  to  celebrate  for  them.  These  people 
arc  our  prideful  responsibility  and  they  are 
entitled,  among  other  benefits,  to  the  best 
medical  protection  available. 

Not  one  of  these,  u^  -  citizens,  should  ever 
be  abandoned  to  the  indignity  of  charity. 
Charity  is  indignity  when  you  have  to  have 
it.  But  we  don't  want  these  people  to  have 
anything  to  do  with  charity  and  we  don't 
want  them  to  have  any  idea  of  hopeless 
despair. 

Mr.  President,  I  am  glad  to  have  lived  this 
long  and  to  witness  today  the  signing  of  the 
Medicare  bill  which  puts  this  Nation  right 
where  it  needs  to  be,  to  be  right.  Your  in- 


spired leadersliip  and  a  responsive  forward- 
looking  Congress  have  made  it  historically 
possible  for  this  day  to  come  .ibout. 

Thank  all  of  you  most  lilghly  for  conung 
here.  It  Is  an  honor  I  haven't  had  for,  well, 
quite  awhile,  I'll  say  that  to  you,  hut  here 
it  is: 

Ladies  and  gentlemen,  the  President  of  the 
United  States. 

The  Prfaiden't.  President  and  Mrs.  Tru- 
man, Secretary  Celebrezze,  Senator  ManS' 
field.  Senator  Symington,  Senator  Long, 
Governor  Hearnes,  Senator  Anderson  and 
Congressman  King  of  the  Anderson-King 
team.  Congressman  Mills  and  Senator  Long 
of  the  MiilS'Long  team,  our  beloved  Vice 
President  who  worked  in  the  vineyard  many 
years  to  see  this  day  come  to  pass,  and  ail  of 
my  dear  ftiends  in  the  Congress — both  Dem- 
ocrats and  Republicans: 

The  people  of  the  United  States  love 
ar4  voted  for  Harry  Truman,  not  because 
he  gave  them  hell — but  because  he  gave 
them  hope. 

I  believe  today  that  all  America  shares 
my  joy  that  he  is  present  now  when  the 
hope  that  he  offered  becomes  a  reality  for 
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[394)  July  30 

mtlllons  of  our  fellow  ciuzcns. 

I  am  so  proud  that  this  has  come  to  pass 
in  the  Johnson  administration.  But  it  was 
really  Harry  Truman  of  Missouri  who 
planted  the  seeds  of  compassion  and  duty 
which  have  today  flowered  into  care  for  the 
sick>  and  serenity  for  the  fearful. 

Many  men  can  mnke  many  proposals. 
Many  men  can  draft  many  laws.  But  few 
have  the  piercing  and  humane  eye  which  can 
see  beyond  the  words  to  the  people  that 
they  touch.  Few  can  see  past  the  speeches 
and  the  political  bnttlcs  to  the  doctor  over 
there  that  is  tending  the  infirm,  and  to  the 
hospital  that  is  receiving  those  in  anguish, 
or  feci  in  their  heart  painful  v/rath  at  the 
injustice  which  denies  the  miracle  of  heal- 
ing to  the  old  and  to  the  poor.  And  fewer 
still  have  the  courage  to  stake  reputation, 
and  position,  and  the  effort  of  a  lifetime 
upon  such  a  cause  when  there  are  so  few 
that  share  it. 

But  it  is  just  such  men  who  illuminate  the 
life  and  the  history  of  a  nation.  And  so. 
President  Harry  Truman,  it  is  in  tribute 
not  to  you,  but  to  the  America  that  you 
represent,  that  we  have  come  here  to  pay 
our  love  and  our  respects  to  you  today.  For 
a  country  can  be  known  by  the  quality  of 
the  men  it  honors.  By  praising  you,  and 
by  carrying  forward  your  dreams,  we  really 
reaffirm  the  greatness  of  America. 

h  was  a  generation  ago  that  Harry 
Truman  said,  and  I  quote  him:  "Millions  of 
our  citizens  do  not  now  have  a  full  measure 
of  opportunity  to  achieve  and  to  enjoy  good 
health.  Millions  do  not  now  have  protec- 
tion or  security  against  the  economic  effects 
of  sickness.  And  the  time  has  now  arrived 
for  action  to  help  them  attain  that  oppor- 
tunity and  to  help  them  get  that  protection." 

Well,  today,  Mr.  President,  and  my  fel- 
low Americans,  we  are  taking  such  action — 


20  years  later.  And  we  are  doing  that  under 
the  great  leadership  of  men  like  John 
McCormack,  our  Speaker;  Carl  Alben,  our 
majority  leader;  our  very  able  and  bdovcd 
majority  leader  of  the  Senate,  Mike  Mans- 
field; and  distinguished  Members  of  the 
Ways  and  Means  and  Finance  Committees 
of  the  House  and  Senate — of  both  parties, 
Democratic  and  Republican. 

Because  the  need  for  this  action  is  plain; 
and  it  is  so  clear  indeed  that  we  marvel  not 
simply  at  the  passage  of  this  bill,  but  what 
we  marvel  at  is  that  it  took  so  many  years 
to  pass  it.  And  I  am  so  glad  that  Aime 
Forand  is  here  to  see  it  finally  passed  and 
signed— one  of  the  first  authors. 

There  are  more  than  18  million  Ameri- 
cans over  the  age  of  65.  Most  of  them  have 
low  incomes.  Most  of  them  are  threatened 
by  illness  and  medical  expenses  that  they 
cannot  afford. 

And  through  this  new  law,  Mr.  President, 
every  citizen  will  be  able,  in  his  productive 
years  when  he  is  earning,  to  insure  himself 
against  the  ravages  of  illness  in  his  old  age. 

This  insurance  will  help  pay  for  care  in 
hospitals,  in  skilled  nursing  homes,  or  in 
the  home.  And  under  a  separate  plan  it 
will  help  meet  the  fees  of  the  doctors. 

Now  here  is  how  the  plan  will  affect  you. 

During  your  working  years,  the  people  of 
America — you — will  contribute  through  the 
social  security  program  a  small  amount  each 
payday  for  hospital  insurance  protection. 
For  example,  the  average  worker  in  1966 
will  contribute  about  $1.50  per  month.  The 
employer  will  contribute  a  similar  amount. 
And  this  will  provide  the  funds  to  pay  up  to 
90  days  of  hospital  care  for  each  illness, 
plus  diagnostic  care,  and  up  to  100  home 
health  visits  after  you  are  65.  And  begin- 
ning in  1967,  you  will  also  be  covered  for 
up  to  100  days  of  care  in  a  skilled  nursing 
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home  after  a  period  of  hospital  care. 

And  under  a  separate  plan,  when  you  are 
65 — that  the  Congress  originated  itself,  in 
its  own  good  judgment — you  may  be  covered 
for  medical  and  surgical  fees  whether  you  are 
in  or  out  of  the  hospital.  You  will  pay  S3 
per  month  after  yoii  are  65  and  your  Govern- 
ment will  contribute  an  equal  amount. 

The  benefits  under  the  law  arc  as  varied 
and  broad  as  the  marvelous  modern  medi- 
cine itself.  If  it  has  a  few  defects — such  as 
the  method  of  payment  of  certain  special- 
ists—then  I  am  confident  those  can  Ix: 
quickly  remedied  and  I  hope  they  will  Ix:. 

No  longer  will  older  Americans  be  denied 
the  healing  miracle  of  modern  medicine. 
No  longt-r  will  illness  crush  and  destroy  the 
savings  that  they  have  so  carefully  put  away 
over  a  lifetime  so  th.it  they  might  enjoy 
dignity  in  their  Inter  years.  No  longer  will 
young  families  see  their  own  incomes,  and 
their  own  hopes,  eaten  away  simply  because 
they  are  carrying  out  their  deep  moral  obli- 
gations to  their  parents,  and  to  their  uncles, 
and  their  aunts. 

And  no  longer  will  this  Nation  refuse 
the  hand  of  justice  to  those  who  have  given 
a  h'fetime  of  service  and  wisdom  and  labor  to 
the  progress  of  this  progressive  country. 

And  this  bill,  Mr.  President,  is  even 
broader  than  that.  It  will  increase  social 
security  benefits  for  all  of  our  older  Ameri- 
cans. It  will  improve  a  wide  range  of  health 
and  medical  services  for  Americans  of  all 
ages. 

In  1935  when  the  man  that  both  of  us 
loved  so  much.  Franklin  Delano  Roosevelt, 
signed  the  Social  Security  Act,  he  said  it 
was,  and  I  quote  him,  "a  cornerstone  in  a 
strucfire  which  is  being  built  but  it  is  by 
no  means  complete." 

Well,  perhaps  no  single  act  in  the  entire 
administration  of  the  beloved  Franklin  D. 
Roosevelt  really  did  more  to  win  him  the 
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illustrious  place  in  history  that  he  has  as  did 
the  laying  of  that  cornerstone.  And  I  am  so 
happy  that  his  oldest  son  Jimmy  could  be 
here  to  share  with  us  the  joy  that  is  ours 
today.  And  those  who  share  tliis  day  will 
also  be  rcmen^bered  for  making  the  most 
important  addition  to  that  structure,  and 
you  are  making  it  in  this  bill,  the  most  im- 
portant addition  that  has  Ikcii  made  in  three 
decades. 

nisrory  shapes  nKn,  hut  it  is  a  necesury 
faith  of  leadership  that  men  can  help  shajK 
history.  There  are  many  who  led  us  to  this 
historic  day.  Not  out  of  courtesy  or  defer- 
ence, but  from  the  gratitude  and  rcinein- 
brnnce  which  is  our  country's  debt,  if  I  may 
Ik  jvinloncd  for  taking  a  moment.  I  want 
to  call  a  part  of  the  honor  roll:  it  is  the  able 
Icadt-rship  in  both  Houses  of  the  Congress. 

Congressman  Cellcr,  Chairman  of  the 
Judiciary  Committee,  introduced  the  hos- 
pital insurance  in  1952.  Aiine  Forand  from 
Rhode  Island,  then  Congressman,  intro- 
duced it  in  the  House.  Senator  Clinton  An- 
derson from  New  Mexico  fought  for 
Ntcdiearc  through  the  years  in  the  Senate. 
Congressman  Cecil  King  of  California  car- 
ried on  the  battle  in  the  House.  Tlie  legis- 
lative genius  of  the  Chairman  of  the  Ways 
and  Means  Committee.  Congressman  Wil- 
bur Mills,  and  the  effective  and  able  work  of 
Senator  Russell  Long,  together  transformed 
this  desire  into  victory. 

And  those  devoted  public  ser\'nnis,  former 
Secretary.  Senator  Ribicoff;  present  Secre- 
tary, Tony  Cclebrezzc;  Under  Secretary  Wil- 
bur Cohen;  the  Democratic  whip  of  the 
House,  Hale  Roggs  on  the  Ways  and  Means 
Committee;  and  really  the  White  House's 
best  legislator,  Larry  O'Brien,  gave  not  just 
endless  days  and  months  and,  yes,  years  o£ 
patience — but  they  gave  their  hearts — to 
passing  this  bill. 

Let  us  also  remember  those  who  sadly 
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cannot  share  this  time  for  triumph.  For 
it  is  ihcir  triumph  too.  It  is  the  victory  of 
great  Members  of  Congress  that  are  not  with 
us,  like  John  Dingdl,  Sr.,  and  Robert  Wag- 
ner, late  a  Member  of  the  Scnai^  and  James 
Murray  of  Montana. 

And  there  is  also  John  Fitzgerald  Ken- 
nedy, who  fought  in  the  Senate  and  took  his 
case  to  the  people,  and  never  yielded  in  pur- 
suit, hut  was  not  spared  to  see  the  Bnal  con- 
course of  the  forces  that  he  had  helped  to 
loose. 

But  it  all  started  really  with  the  man  from 
Independence.  And  so,  as  it  is  fitting  that 
we  should,  we  have  come  back  here  to  his 
home  to  complete  what  he  began. 

President  Harry  Truman,  as  any  Presi- 
dent must,  made  many  decisions  of  great 
moment;  although  he  always  made  them 
frankly  and  with  a  courage  and  a  clarity 
that  few  men  have  ever  shared.  The 
immense  and  the  intricate  questions  of 
freedom  and  survival  were  caught  up  many 
limes  in  the  web  of  Harry  Truman*s  judg- 
ment. And  this  is  in  the  tradition  of 
leadership. 

But  there  is  another  tradition  that  we 
share  today.  It  calls  upon  us  never  to  be 
indiflerent  toward  despair.  It  commands 
us  never  to  turn  away  from  helplessness. 
It  directs  us  never  to  ignore  or  to  spurn 
those  who  suffer  uniended  in  a  lani  that 
is  bursting  with  abundance. 

I  said  to  Senator  Smathers,  the  whip  of 
the  Democrats  in  the  Senate,  who  worked 
with  us  in  the  Finance  Committee  on  this 
legisbtion — I  said,  the  highest  traditions  of 
the  medical  profession  are  really  directed  to 
the  ends  that  we  arc  trying  to  serve.  And 
it  was  only  yesterday,  at  the  request  of  some 
of  my  friends,  I  met  with  the  leaders  of  the 
American  Medical  Association  to  seek  their 
assistance  in  advancing  the  cause  of  one  of 
the  greatest  professions  of  all — the  medical 
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profession — in  helping  us  to  maintain  and 
to  improve  the  health  of  all  Americans. 

And  this  is  not  just  our  tradition— or  the 
tradition  of  the  Democratic  Party— or  even 
the  tradition  of  the  Nation.  It  is  as  old  as 
the  day  it  was  first  commanded:  "TTiou  shalt 
open  ihine  hand  wide  unto  thy  brother, 
to  thy  poor,  to  thy  needy,  in  thy  land." 

And  just  think,  Mr.  President,  because 
of  this  document — and  the  long  years  of 
struggle  which  so  many  have  put  into 
creating  it — in  this  town,  and  a  thousand 
other  towns  like  it,  there  are  men  and 
women  in  pain  who  will  now  find  ease. 
There  are  those,  alone  in  suffering,  who  will 
now  hear  the  sound  of  some  approaching 
footsteps  coming  to  help.  There  are  those 
fearing  the  terrible  darkness  of  despairing 
poverty — despite  their  long  years  of  labor 
and  expectation — who  will  now  look  up  to 
see  the  light  of  hope  and  realization. 

There  just  can  be  no  satisfaction,  nor  any 
act  of  leadership,  that  gives  greater  satis- 
faction than  this. 

And  perhaps  you  alone.  President  Tru- 
man, perhaps  you  alone  can  fully  know  just 
how  grateful  I  am  for  this  day. 

XOTE:  The  Prciidcnt  spoke  at  2:55  p.m.  in  the 
auditorium  of  the  H.irry  S.  Trur7.an  Library  in 
Independence,  Mo.  In  his  opening  woMs  he  re* 
ferred  to  former  President  and  Mrs.  Harry  S. 
Truman.  Secretary  of  Health,  Education,  and  Wet- 
fare  Anthony  |.  Cclcbrezze,  Senator  Mike  Mans6eld 
of  Montana,  majority  leader  of  the  Senate,  Senator 
Stuart  Symington  and  Senator  Edward  V.  Long  of 
Missouri,  Governor  Warren  E.  Hearnes  of  Missouri, 
Senator  Clinton  P.  Anderson  of  New  Mexico,  Rep  re- 
tentative  Cecil  R.  King  of  California,  RepresenUtivc 
Wilbur  D.  Mills  of  Arkansas,  Senator  Russell  B. 
Long  of  Louisiana,  and  Vice  President  Hubert  H. 
Humphrey. 

During  his  remarks  the  President  referred  to, 
among  others,  Represenutive  John  W.  McCormack 
of  Massachusetts,  Speaker  of  the  House  of  Repre- 
lenutives.  Representative  Carl  Albert  of  Oklahoma, 
majority  leader  ot  Jie  House  of  Representatives, 
Almc  Forand,  Representative  £rom  Rhode  Islaod 
1937-' 939  *nd  1941-1961,  Representative  Emanuel 
Celler  of  New  York,  Senator  Abraham  Ribicoff  of 


1   -  ^  J 


/ 


Lyndon     Johnson,  igS^ 


CoMccticut,  Umer  Secretary  of  Health,  Edttcatioo, 
sad  WcIEarc.  UoJcr  Secretary  oC  Health,  Educauoo, 
and  Wdfanc  Wilbur  J.  Cohen,  Rcpracntadvc  Hale 
Roffs  o(  Louisiana.  Lawrciice  F.  O'Brien,  Special 
Atiiitaiit  to  the  PrcMtkikt,  fohn  D.  Dinsell,  Repre- 
scQtativc  from  Michigan  1933-1955,  Xobert  F. 
Wapier,  Senator  from  New  York  1927-19-19,  Jame* 
E.  Murray,  Scfocor  from  Montana  1934-1961,  and 
Senator  George  A.  Sntatliers  of  Florida. 

As  enacird,  die  Mcilicare  bill  [iLtL  667^)  ii 
Public  Law  89-97  (79  StAt  aW). 

On  July  35.  I9f.5,  ibe  White  House  rdcaied 
a  repon  to  the  Fresklent  from  Secretary  Cdcbrezze 
in  rcsponac  to  the  rrcsident's  rcquot  for  or):aniza* 
tional  changes  in  ihc  Social  Security  Administra* 
lion  in  prqiaratitin  for  adminiucrinf;  the  Mcilicare 
pru^am. 


Aug.  I  [395] 

The  report  suied  that  the  rcofcaaixatioo  would 

accomplish  Uk  fullowine  major  purpocs: 

"It  cMablishcs  new  uniu  tii  the  Administration 
with  special  rcs|x>nsihility  for  hospital  and  supple* 
mentary  medical  insurance  pmgraiiu; 

"It  changes  socnc  cxiuinfi  units,  fiivin^  litem  addi* 
ttonal  responsibilities  umlcr  new  pniKra'ns; 

*'It  centers  data  pfocessin.q  and  tmn^ntission  activi« 
ties  in  a  central  headquarters  in  the  Aihnintsiratidn; 

'*ll  strefljztlicns  upjier* level  mana>:ctnvnt  in  tbe 
Ad  mini  station,  ntjkcs  tlie  field  service  of  the 
Administration  more  rcsponsi\-e  to  ilircctiuns  fr«iiii 
headquarters,  and  improves  coordination  between 
Admini^i.'jiion  units." 

Tlie  text  of  J^vrelary  Crlfbrc/.jre's  rejwirt  U  p.-ititrd 
in  the  Wn-kly  0>nipil.-tiii>n  of  iVc^idemial  l)«<U' 
nu-nt^  (vol.  I,  p.  (t). 
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I  guess  if  I  wanted  to  give  you  a  Surgeon  General's  dUe  for  my  remarks  today  it  could  be  the  'American  Health 
C^TC  System  Could  Be  Dangerous  to  Your  Health.' 

My  views  arc  based  on  more  than  a  half-a-centuiy  of  medicine.  The  nwst  important  of  those  years,  the  last  two 
and  one  half  years,  I  have  been  crisscrossing  this  Country  looking  at  where  we  have  been  and  where  we  arc  going 

—  and  perhaps  where  we  should  go.  I  must  say  that  these  problems  arc  not  new.  and  tliey  have  been  around  ever 
since  I  came  into  government  in  1981  and  before  that  I  think  it  is  clear  that  politicians  dawdled  until  the  crisis 
deepened,  and  I  think  it  is  actually  the  American  people  who  have  shamed  them  into  action. 

There  are  three  basic  incompatible  demands  I  think  Americans  have  for  their  health  care  system: 

1.  We  demand  easy  access  to  health  care. 

2.  We  want  the  highest  high-tech  n^cdicine. 

3.  We  want  it  at  a  limited  cost. 

You  cannot  have  all  three  of  those  together.  You  can  have  any  two  at  one  time,  but  I  don't  think  you  can  have 
all  three. 

To  begin  with,  I  think  our  big  problem  is  that  we  have  very  high  expectations  as  a  society  from  health  and  from 
medicine.  We  put  a  great  deal  of  faith  in  new  procedures  and  surgery,  new  pharmaceuticals,  and  new 
technologies  of  all  kinds.  We  still  have  a  lot  of  faith  in  what  I  call  the  'magic  of  medicine'.  Wc  routinely  expect 
miraclestohappcn,even  when  in  thereal  world,  themcdical  profession  isnot  able  to  deliver.  It  has  alsobecome 
equally  clear  in  recent  years  that  those  high  ex3>ectations  are  fast  outrunning  our  ability  to  pay  for  them.  Our 
health  care  system,  may  function  with  compassion,  with  competence,  at  times  with  excellence,  but  not  for 
enough  Americans.  For  too  many  of  your  fellow  citizens,  the  hcalth-carc  system  in  this  country  operates  as  a 
tyranny.  For  them  it  is  more  a  curse  than  it  is  a  blessing. 

I  think  there  is  something  terribly  wrong  with  a  health -care  system — or  perhaps  you  should  call  it  a  non-system 

—  that  spends  more  and  more  money  to  provide  less  and  less  service  for  fewer  and  fewer  people  each  year.  But 
that  is  a  very  apt,  true  description  of  what  has  happened  to  health  care,  especially  in  the  last  decade  and  a  half. 

Like  many  of  our  national  probhms,  this  crisis  is  a  very  complicated  one,  and  it  will  require  a  variety  of  solutions. 
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They  will  have  to  be  in  pan  Fedenl,  reponal,  and  local.  They  will  have  to  be  public  as  well  as  private,  and  they 
will  also  have  to  be  penonaL  It  is  my  absolute  con  victioo  that  there  is  no  panacea  for  the  situation  we  find  ourselves 
in — there  is  no  single  magic  bullet,  no  easy  answers,  only  a  series  of  very  haid  choices.  Wc  have  to  reform  very 
wisely  or  wc  could  find  one  of  two  things  happening:  either  monolithic  government  medicine  or  private  medicine 
run  amok .  Now  each  of  those  is  exorbitantly  expensive,  and  neither  one  of  them  is  sensitive  to  patients  needs. 

If  everyone  that  was  interested  in  health-care  reform  was  aperson  of  goodwill  (which  he  i  s  not),  and  if  all  the  people 
with  a  plar:  could  decide  on  one  plan  (which  they  cannot),  and  everything  went  as  smoothly  as  it  possibly  could 
(which  you  know  it  will  noc),  ii  will  take  us  a  year  to  get  from  where  we  are  to  where  we  ought  to  be  in  health* 
care  reform.  I  think  that  is  something  the  Congress  doesn't  seem  to  understand;  I  don*t  think  either  presidential 
candidate  understands.  One  of  the  things  that  frightens  the  life  out  of  mc  is  to  read  that  Governor  Clinton  plans 
in  the  first  100  days  to  push  a  package  in  the  Congress  that  will  solve  all  of  our  health-care  problems.  My  fear 
is  that,  with  741  health-care  lobbies,  a  package  will  become  so  encrusted  with  barnacles  that  by  the  time  it  goes 
through  Congress,  you  might  get  cither  one  of  these  things  I  nientioned.  It  would  not  surprise  me  to  see  something 
happen  such  as  happened  to  catastrophic  insurance  in  the  Reagan  term:  a  decent  bill  came  forward,  but  by  the  time 
it  was  massaged,  it  was  so  encumbered  that  it  was  not  possible  to  fund  it  three  years  down  the  road. 

Usually  debates  about  the  health -care  crisis  center  veiy  much  around  economics,  but  I  would  like  to  ask  you  to 
consider  whether  or  not  they  are  not  ethical  as  well.  I  think  it  would  be  much  easier  to  enact  rather  sweeping 
reforms  if  the  American  people  could  agree  on  basic  values  and  ethics  upon  which  the  health -care  system  and, 
indeed,  our  whole  society  is  based.  If  we  could  reach  an  ethical  consensus,  a  lot  of  economic  and  political  barriers 
to  success  could  be  easily  solved. 

You  know  that  there  are  many  factors  that  drive  up  the  cost  of  health  care.  I  think  the  most  important  of  them  is 
the  demand  by  every  hospital  in  the  lani  to  have  absolute  staie-of-the-art  technology.  Society  demands  that  they 
have  this.  And  hospitals  copy  each  other  so  that  they  can  turn  a  profit.  Physicians  fees  have  soared  in  the  past 
lo  astronomical  levels.  Wages  for  other  health-care  workers  are  escalating;  buildings  need  replacenient;  much 
equipment  is  now  obsolete;  prices  are  raised  for  privately  insured  patients  in  order  to  cover  the  cost  for  those  who 
have  no  insurarKe;  and  we  have  a  unique  situation  where  new  technology  does  not  supplant  old  technology,  it 
merely  compliments  it.  If  any  of  you  have  anything  to  do  with  imaging,  you  know  that  10  years  ago  CAT  scans 
were  all  the  ra^e.  Then  we  got  MRIs,  and  you  would  think  MRls  would  just  put  CAT  scans  right  off  the  map. 
That  is  not  true.  Now  patients  get  both  a  CAT  scan  and  a  MRI  —  $600  plus  $1 ,200  and  the  cost  of  medical  care 
continues  to  soar. 

Competition.  I  hope  you  all  know  that  competition  in  health  care  increases  costs.  If  you  have  a  new  mechanic 
who  is  great  with  automotnle  valves  move  into  your  town,  the  cost  of  a  valve  job  on  your  car  uili  eventually  come 
down,  and  probably  quality  will  go  up.  But  if  a  new  cardiovascular  surgeon  comes  to  your  town,  the  cost  of  a  valve 
job  on  your  heart  will  go  up  without  any  guarantee  that  the  quality  will  follow.  It  is  not  like  buying  and  selling 
television  sets  because  medicine's  competition  is  based  on  service  and  not  on  price. 

To  get  back  to  why  our  prices  are  out-of-control  —  pharmaceuticals  are  extremely  high  priced  as  is  everything 
in  medicine.  Most  of  the  things  you  get  in  a  hospital  today  are  disposable.  In  our  society,  we  equate  throw-away 
vith  low  cost,  and  that  is  absolutely  not  the  case. 

W  e  have  a  very  unique  problem  in  America:  the  expense  of  defensive  ntedicine.  We  have  to  cover  the  very  litigious 
society  we  have  today  that  tends  to  sue  when  any  encounter  with  the  mtdicH  profession  is  not  perfection  itself. 
Those  things  are  enough  to  smother  any  system. 

Coverage  But  we  have  two  problems  that  are  not  unique  to  us,  the  whole  world  faces  them: 
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1.  The  emerging  aging  population  with  hcalih-carc  costs  per  capita  that  arc  eight  times  more  than 
they  are  for  people  under  the  age  of  65. 

2.  AIDS.  No  one  knows  the  limits  of  the  AIDS  epidenruc.  We  have  already  seen  the  cost  go  from 
hundreds  of  thousands  to  hundreds  of  millions,  and  now  we  are  up  in  the  billions.  And  there  is  no  end  in  sight. 

The  disruption  caused  by  the  present  system  is  unconscionable.  Millions  of  Americans  live  in  a  special  kind  of 
fear  that  they  are  only  an  illness  or  an  accident  away  from  financial  disaster.  I  am  sure  that  you  know  each  year 
thousands  upon  thousands  of  Americans  are  literally  impoverished  by  our  health-care  system. 

in  were  to  summarize  what  I  have  been  trying  to  say,  it  is  this:  we  have  a  health<are  system  with  almost 
noseir*reguIation  on  the  part  ofthosc  who  providethat  care,  namely  hospitals  and  physicians.  Thesystem 
tsdevoid  ofthe  natural  market  place  controls  that  competition  should  bring,  whether  we  are  talkingabout 
price,  or  quality,  or  service.  Efforts  so  far  have  been  to  contain  costs,  and  I  think  that  focusing  attention 
on  containing  costs  is  like  squeezing  a  balloon  On  the  bottom  —  but  it  bulges  up  somewhere  else.  Around 
the  country  some  cost  containment  policies  have  actually  made  health  care  even  worse. 

Insurance.  No  doubt  aboui  the  fact  that  our  insurance  system  is  a  scandalous  thing.  It  operates  like  a  shell  game 
in  many  pans  of  the  country.  We  end  up  by  having  35  to  37  million  of  our  fellow  Americans  either  uninsured 
or  uninsui^ble  or  only  seasonally  insured.  Ai  cenain  times  of  the  year,  they  have  no  coverage  at  all.  The  two 
other  things  that  are  very  imponanl  for  the  insurance  system  to  recognize  are  '*job-Iock**.  where  you  can't  leave 
because  if  you  do  you  lose  your  insurance,  and  the  other  is  that  many  people  cannot  get  insurance  because  they 
have  "pre-existing  conditions."  For  this  group  of  about  two  and  one-half  nnillion  Americans,  the  plight  of  being 
uninsurable  is  really  extraordinarily  unreasonable.  'We  have  to  bring  insurance  companies  —  if  needed  by 
Congressional  mandate  —  into  a  position  where  instead  of  making  their  nwney  on  the  basis  of  how  well  they 
can  cherry  pick  (pick  out  communities  and  individuals  with  high  risk),  they  have  to  be  forced  to  have  pools 
sufficiently  large  so  that  health  care  becomes  available  and  affordable  to  every  single  American. 

We  have  to  replace  the  regressive  employer  tax  exceptions  for  insurance  with  tax  credits  or  vouchers  that  link 
individual  msurance  coverage  with  onc*s  ability  lo  pay.  That  is  certainly  something  that  could  replace  Medicare. 
One  ofthe  things  I  think  bothers  most  Americans  I  talk  to  is  thai  26  cents  out  of  every  insurance  dollar  is  spent 
on  administration.  There  are  1 160  insurance  forms  that  physicians  use.  They  can  be  replaced  by  Congress 
tomorrow  by  mandate,  with  one  form,  or  perhaps  you  want  to  be  very  generous  and  have  three,  that  cover  most 
situarions  very  well.  But  the  long  term  goal  could  be  to  get  rid  of  paper  entirely  and  repon  insurance  claims 
and  medical  records  electronically  so  that  if  you  are  in  Des  Moines,  Iowa,  or  Ponland,  Maine,  your  medical 
record  is  available  to  the  physician  at  the  push  of  a  button. 

The  v/ay  doctors  offices*  function  these  days  is  one  of  the  most  daunting  things  about  medical  practice.  I  have 
been  spending  a  lot  of  time  in  New  Hampshire  lately,  and  in  New  Hampshire,  it  is  not  easy  to  make  money  as 
a  generalist.  The  population  is  rural,  widely  separated,  and  some  pans  of  it  not  economically  well-off. 
Physicians  are  quilling.  The  reason  they  are  quitting  has  nothing  to  do  with  patients;  it  has  to  do  with  the 
overburdening  paper  woric  they  have  to  do.  There  is  no  doubt  about  the  fact  that  a  doctor's  office  spends  more 
rime  on  the  paper  work  for  a  given  patient  than  that  physician  docs  looking  after  the  patient 

Poverty.  Now  you  cannot  talk  about  illness  and  health  unless  you  recognize  that  we  treat  diseases  of  the  body 
but  there  are  some  diseases  which  stem  from  society.  In  this  rich  country,  the  number  one  disease  is  the  shameful 
prevalence  of  poverty.  It  lies  at  the  root  of  most  of  our  public  health  problems.  I  give  you  an  example:  When 
I  was  Surgeon  General,  and  I  was  hitting  my  head  against  the  wall  about  many  things,  whether  it  was  drug  abuse, 
AIDS,  alcohol  abuse,  malnutrition,  snwking  or  lack  of  immunization,  it  was  fundamentally  poverty  that  made 
these  problems  what  they  are.  And  the  discouraging  statistics  that  we  have  in  public  health,  such  as  high  infant 
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moruHty.  really  coroc  from  the  impoverished  millions  of  our  ciri?  who  cxisi  on  the  very  fringes  of  a 
otherwise  affluent  society. 

Health.  We  must  not  mistake  health  care  for  health  because  they  arc  not  identical.  It  may  come  as  a  surprise 
to  you  that  I  think  that  although  that  is  true  and  many  Americans  have  too  little  health  care,  the  real  problem 
in  America  is  that  too  many  people  have  too  much  health  care.  Health  care  is  our  costliest  national 
enterprise,  this  year  estimated  to  t>e  in  excess  of  $800  billion.  The  reason  this  is  the  case  is  that  we  do  not 
know  what  works  and  what  does  not  work  in  the  theory  and  the  practice  of  medicine.  And  further, 
doctors  make  their  decisions  on  the  value  systems  that  they  eiyoy  or  that  the  profession  has  dictated 
rather  than  on  the  value  systems  of  the  public 

Let  me  tell  you  what  I  mean.  If  somebody  is  60  years  old  and  gets  up  at  night,  three  times  to  use  the  bathroom, 
siis  on  the  aisle  in  the  movies  or  an  aiiplane  because  he  has  to  go  the  John  frequently,  he  probably  has  benign 
prostatic  hyperplasia  and  eventually  will  end  up  in  the  hands  of  a  urologist,  it  is  now  uncommon  today  for  such 
a  urologist  to  put  his  arm  around  this  guy  and  say.  "Harry.  1  will  bring  you  to  the  hospital  Thursday  afternoon. 
We  will  cysioscopc  you.  I'll  take  a  little  of  your  prostate,  open  your  urethra,  and  you  will  be  as  good  as  new." 
He  might  even  tell  Harry  what  some  of  the  risks  are.  That  is  not  truly  informed  consent.  That  is  getting  the 
patient  to  sign  onto  what  you  have  already  decided  to  do  with  the  patient. 

I  think  what  you  ought  to  do  is  to  say,  "Hany,  you  have  a  benign  disease  that  is  never  going  to  kill  you.  There 
are  five  ways  you  can  treat  it.  Let  me  outline  them  for  you  and  tell  you  what  the  risks  and  the  benefits  arc.  You 
decide  with  mc  what  you  want  to  do.  One,  we  can  open  your  belly,  open  your  bladder,  take  out  your  prostrate, 
and  throw  it  away.  Two,  we  can  do  a  cystoscopc  procedure  and  take  out  a  little  prostrate.  Three,  we  have 
balloons  we  can  put  in  the  urethra  and  just  blow  them  up.  dilate  the  urethra,  push  back  the  prostrate,  and  that 
will  last  for  6  to  8  years.  Four,  there  are  two  new  drugs  that  shrink  the  prostrate.  Fifth  choice  is  do  nothing  and 
contmue  getting  up  at  night.  Let  mc  tell  you  what  the  risks  are.  You  might  be  incontinent;  you  might  be 
impotent;  you  might  have  a  hemorrhage;  you  might  die."  When  you  put  all  that  on  the  table,  it  is  fascinating 
that  patients  chose  low-tech,  low-cosi  health  care. 

In  four  communities,  where  my  Dartmouth  colleagues  have  gotten  all  the  urologists  to  do  this  —  not  by  asking 
them  to  do  it  the  sanfic  way — but  by  putting  an  interactive  video  disk  before  the  patieni.  Everybody  gets  exactly 
the  same  advice  and  exactly  the  same  ability  to  ask  the  same  questions.  The  costs  of  prostatic  care  dropped 
in  those  four  cities  40  to  45  percent.  That  is  what  I  mean  about  knowing  what  works  and  what  docs  not  work. 
That  is  "outcomes  research." 

Outcomes  research.  My  idea  is  that  we  make  insurance  companies  give  us  one-quancr  of  one  cent  on  every 
dollar  they  take  in  to  fund  outcomes  research  in  this  country.  If  wc  did  that,  in  ten  years,  we  would  know  what 
worked  and  what  did  not.  Then  when  someone  in  this  room  had  io  have  a  breast  procedure  done,  she  would 
know  the  baiting  averages  of  every  hospital  in  the  community  and  the  batting  averages  of  every  doctor. 
Outcomes  research  is  the  buzz  word  for  the  rest  of  thi«  '^rCdUe.  If  you  can  make  it  mandatory,  we  would  have 
a  health  care  system  where  we  would  practice  medicine  on  the  basis  on  what  works  and  what  docs  not  work. 

Outcomes  research  also  tells  you  about  trenwndous  variations.  To  give  you  an  example,  in  Boston  today  the 
number  of  hospital  beds  utilized  and  the  cost  per  capiu  is  alnwst  twice  what  it  is  in  New  Haven,  Connecticut, 
which  is  just  a  little  way  down  the  Atlantic  coast.  Now  there  is  no  evidence  that  the  people  in  Boston  are  twice 
as  sick  or  need  twice  as  many  hospital  beds  or  arc  twice  as  well  afterward  or  are  twice  as  happy  about  what 
happened  to  them.  The  bottom  line  is:  if  you  could  shift  the  New  Haven  system  to  Boston,  the  annual  savings 
in  excess  of  hospital  beds  alone  would  be  $300  million.  Now  just  ihu^  how  many  cities  around  the  country 
could  save  $300  million — and  what  $300  million  and  $300  million  and  $300  million  would  add  up  to.  While 
1  am  on  that  subject,  let  mc  tell  you  what  the  buzzword  for  that  is  "reallocation  of  resources." 
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EveryonchearsabouttbcQrcgon  health  plan.  Oregon  isratiomng  health  care.  IbavcdcfcodedOregoninsaying, 
there  is  noOiing  new  about  that,  we  are  all  rationing  health  care.  But  Oregon  actually  decidrd  to  ntioo  health 
care  only  to  the  poor.  Oregon  has  the  second  highest  Medicaid  administrative  costs  in  the  country.  My 
DartnxHith  colleagues,  with  Oregon's  permission,  went  in  and  snidied  the  situation.  They  found  that  if  they 
cut  down  their  empty  hospital  beds,  put  their  extra  CAT  scan  or  extra  MRI^  disuse,  and  reallocated 
tlieir  resources,  they  could  have  {iven  every  poor  person  in  the  state  of  Oregon  a  full  package  of  health 
care.  If  you  are  thinking  about  rationingas  the  answer  to  our  problems,  be  sure  that  you  don't  do  that  until  you 
look  at  how  you  can  reallocate  your  resources. 

Change.  In  the  refonn  of  the  Federal  health-care  system  several  things  have  to  happen  at  the  sanne  time.  It  is 
like  a  football  game:  when  the  ball  is  snapped  if  everybody  docs  not  react  at  the  same  tin»c,  the  play  is  a  flop. 
Today  we  a:  c  in  a  situation  that  sounds  like  the  last  minutes  of  the  last  quancr  of  a  losing  game.  Everybody  in 
the  huddle  shouting  what  the  play  should  be,  and  there  is  only  on  person  who  could  call  that  play,  the  coach. 
We  don't  have  a  coach.  We  need  a  coach,  and  I  think  the  coach  has  to  be  the  President. 

1  want  to  tell  you  very  honestly  that  1  outlined  a  plan  for  Mr.  Bush  after  he  was  nominated  and  before  he  was 
elected  on  the  14  August  1988,  which,  had  he  undertaken,  would  have  resulted  in  no  health-care  crisis  at  all  at 
the  present  time.  It  still  is  not  too  late  to  do  it,  and  I'll  tell  you  what  I  told  him.  G  wrote  it  up  later  in  NewsWeek) 
1  have  tried  to  get  it  across  to  Mr.  Qinton.  It  is  simply  this  —  and  I  know  as  soon  as  you  hear  me  saying  a  few 
words,  you  wili  say,  oh,  no,  not  that  again — we  need  the  bluest  of  blue  ribbon  commissions  to  solve  this  problem. 
It  should  have  on  it,  doctors,  lawyers,  administrators,  statesmen,  but  the  most  important  thing  is  Republican  and 
Democratic  Congresspcrsons  and  Senators,  who,  by  accepting  the  position  on  the  commission  would  agree  to 
attend  all  the  meetings  themselves  and  not  send  their  staff  as  substitutes. 

Now  what  that  docs  is  enable  those  people  to  become  knowledgeable.  They  would  expound  a  cause,  and  they 
are  the  only  people  who  can  take  a  plan  from  a  commission  back  to  the  floors  of  Congress  where  they  can  lead 
the  debate  and  where  something  will  come  about.  That  is  how  this  country  got  social  security.  I  know  this 
President  hates  commissions.  1  know  many  people  hate  commissions,  but  this  one  would  work. 

The  great  advantage  of  doing  it  now,  is  that  it  buys  tinw,  and  it  prevents  the  scramble  that  I  think  is  going  to 
take  place  no  matter  who  is  president.  It  avoids  the  business  of  all  those  barnacles  on  a  bill  that  might  of  itself 
be  good,  but  would  be  so  encumbered  that  it  becomes  impossible  legislation.  The  other  thing  to  do  is,  instead 
of  sitting  down  at  the  table  the  first  day  and  deciding  on  the  agenda  for  the  next  year,  as  commissions  tend  to 
do.  you  could  give  them  their  hon^work  already  done  for  them.  Present  them  with  14,or  15,or  17,or9white 
papers  which  arc  the  only  possible  answers  to  the  dilemmas  we  face.  Two  weekends  of  heavy  reading  could 
put  them  in  the  position  to  start  to  act. 

1  have  been  interest  in  health  care  reform  for  25  years.  I  have  been  especially  interested  in  health  care  reform 
ever  since  I  entered  government  as  your  Surgeon  General. 

1  have  gotten  very  discouraged  about  doing  anything  about  it  because  no  matter  what  administration  is  in  power 
it  seems  to  be  paralyzed,  our  Congress  seems  to  be  paralyzed,  and  nothing  seems  to  happen.  It  is  a  very  daunting 
task  when  you  think  about  what  has  to  happen:  you  have  to  revise  Medicare  and  Medicaid;  you  have  to  do 
something  about  the  unwarranted  freedom  of  the  insurance  industry;  you  have  todo  something  about  malpractice 
reform  because  this  legalistic  society  makes  it  impossible  for  medicine  to  function  the  way  i:  should;  and  then 
you  have  all  the  problems  of  fraud,  waste  and  abuse.  And  let  me  say  parenthetically,  any  health -care  reform  that 
does  not  address  fraud,  waste  and  abuse  is  not  going  to  go  over  big  with  the  American  people  because  they  see 
it  as  a  very  corrupt  system,  not  just  doctors,  but  hospitals,  and  politicians  who  have  made  it  that  way. 

1  am  delighted  that  the  health-care  crisis  has  worked  its  way  to  the  top  of  the  national  agenda.  It  is  about  tiwc. 
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Foreword 


Inderal  policies  to  advance  the  Nation's  health  have  often  included  provisions  to  mitigate 
the  special  problems  in  delivering  health  care  in  rural  areas.  Recently,  however,  these  policies 
have  received  renewed  scrutiny  in  the  face  of  repotted  increases  in  rural  bosri;  1  closures, 
ongoing  problems  in  recruiting  aiKl  retaining  health  personnel,  and  difficulty  iu  providing 
medical  technologies  commonly  available  in  urban  areas.  Mounting  concerns  related  to  rural 
residents'  access  to  health  care  pronq>ted  the  Senate  Rural  Health  Caucus  to  request  that  OTA 
conduct  an  assessment  of  these  and  related  issues.  This  report.  Health  Care  in  Rural  America, 
is  the  final  product  of  that  assessment.  (Two  other  OTA  papers.  Rural  Emergency  Medical 
Services  and  Defining  "Rural"  Areas:  Impact  on  Health  Care  Policy  and  Research,  have 
previously  been  published  in  connection  with  this  assessment.) 

An  advisory  panel,  chaired  by  Dr.  James  Bernstein  of  the  North  Carolina  Office  of  Rural 
Health  and  Resource  Development,  provided  guidance  and  assistance  during  the  assessment. 
Also,  three  public  meetiags  were  held  (in  Scottsdale,  Arizona;  Bismarck,  North  Dakota;  and 
Meridian,  Mississippi)  to  provide  OTA  with  the  opportunity  to  discuss  specific  rural  health 
topics  with  local  and  regional  health  practitioners,  administrators,  and  officials.  Site  visits  to 
local  facilities  were  conducted  in  association  with  these  activities.  A  number  of  individuals 
from  both  government  ukd  the  private  sector  provided  information  and  reviewed  drafts  of  the 
report. 

OTA  gratefully  acknowledges  the  contribution  of  each  of  these  individuals.  As  with  all 
OTA  reports,  the  content  of  the  assessment  is  the  sole  responsibility  of  OT^  and  does  not 
necessarily  constitute  the  consensus  or  endorsement  of  the  advisory  panel  or  the  Technology 
Assessment  Board.  Key  staff  responsible  for  the  assessment  were  Elaine  Power,  Lawrence 
Miike,  Maria  Hewitt,  Tim  Henderson,  Leah  Wolfe,  Marc  Zinunerman,  and  Riu  Hughes. 


106 


Rural  Health  Care  Advisory  Panel 


Junes  Bcmstdn.  C/toinnan 
Director,  Office  of  Rural  Health  and  Rcaource  Development 
Noctb  Cacolina  Depaitment  of  Haman  Resources 


Robert  Betgland 

Executive  Vice  Preodeot  axkd  General  Manager 
Nadoual  Rural  Electric  Cooperative  AssociatioQ 
Washington,  D.C 

James  Coleman 

Execittive  Director 

West  Alabtma  Health  Sorvices,  Inc. 

SamCordes 
Ptofessor  &  He*l 

Depaitmem  of  Agricultural  Ecooomics 
University  of  Wyoming 

Elizabeth  Dichtcr 

Senior  Vice  {Resident  for  Corporate  Strategies 
Lutheran  Health  Systems 
Denver,  Colorado 

Maxy  Ellis 

Director 

Iowa  Department  of  PuuUc  Health 

Kevin  Firlrcnschrr 
Assistant  Dean  &  Executive  Director 
Center  for  Medical  Studies 
Michigan  State  University 
Kalsmaroo,  Michigan 

Roland  Gardner 
President 

Beaufcit-Jasper  (Sooth  Carolina)  Comprehensive 
Health  Center 

Robert  Graham 

Executive  Vice  Ptesidect 

American  Academy  of  Family  Physkians 

Kansas  City,  Missouri 

Alice  Hetsh 
Executive  Director 

Fbundatioo  for  Health  Services  Research 
Washington,  D.C 

David  Kindig 
Director 

I^grama  in  Health  Management 
Univeruty  of  V^sconain— Madison 


T.Carter  Melton,  Jr. 
President 

Roddng^um  Memorial  Hospital 
Haxrisoobutg,  Virginia 

Jeffiey  MertiU 
Vice  Pltesident 

Robert  Wood  Johnson  Foundation 
Princeton,  New  Jeney 

MyraaPickard 
Dean 

Sdxwl  of  Nursing 

University  of  Texas — ^Arlington 

Carolyn  Roberts 
President 

Copley  Health  Systems,  Inc. 
Mocrisville,  Vermont 

Roger  Rosenblatt 
Itefessor  &  Vice  Oiairman 
DqMotment  of  Family  Medicine 
Universi^  of  Washington 

Peter  Sybinsky 

D^Mty  Director  for  Planning.  Legislation,  and 

Operations 
Hawaii  Department  of  Health 

F^red  Tinning 
President 

Kirksville  College  of  Osteopathic  Medicine 
Kixktville,  Missouri 

Robert  Vraciu 
Vice  President 
Marketing  A  Planning 
HealttTVust,  Inc. 
Nashville,  Tennessee 

Robert  Walker 
Chairman 

Dqicrtmeat  of  Family  and  Community  Heslth 
Marshall  University  Sdiool  of  Medi  >ine 
Huntington,  West  Virginia  ' 


NOTE:  OTAif)pnck«wdMgrMefaIfortlievilu^acgiiiaiic^ 
The  p«m1  does  not,  bowrvv.  BeonHrily  ifipt^^ 
Npoct  flod  Ac  accuracy  o^iti  oonicflls. 


112 


107 


OlA  Project  StafT— Health  Care  in  Rural  America 


Rofcr  C  Hadmau,  Assisuuu  Director,  OlA 
Health  and  L^c  ScUncts  DMskm 


Qyde  J.  BcfaDcy,  Health  Program  Manager 

Project  Staff 

Elaine  J.  Pdwer,  Project  Director^ 
Uwxeoce  H.  Make,  Project  Directot^ 

TtmHeaidienoa^Anaiyst 
Maria  Hewitt,  iinofyxf 
Leah  WoUc,  Research  Analyst 

MtxcZkatoenaMn^  Analyst 
Rita  A.  Ho'jbes,  Research  Assisui'r** 
ShacoQ  Hamilton^  Research  Assistant 
Kadieriiie  Eddy  Cox,  Research  Asristanfi 

Admuustradve  Sn^ 

Virginia  Cwalina,  Office  Administrator 
Carol  A.  Gnntow,  SpedaUst 
Orolyn  D.  Martin,  Word  Processor  Specialist 
Eileen  Mraphy.  P.C.  Specialist 

Contractors 

Jonathan  Chin,  Catonsville,  AfD 
Monty  Dube,  McDermott,  Witl,  and  Emery 
Tbm  Ricicetts,  University  cf  North  Carolina 
David  Sheridan  and  lioda  KraWtz,  CAevy  Chase,  MD 
Don  Stamper.  Univeiirty  of  Misaom— Columbia  Hospitals  and  Clinics 
Harvey  Wolfe  and  Lany  Shuman,  Monroeville,  PA 
National  Rural  Health  Astodatioa 


108 


Glossary  of  Abbreviations 


AAFP  — •AiMfkMAcAdetnyofFMnilyFhyskum 
AANP     ^Ametkan  Academy  cf  Nurse  Piactitioocn 
AAPA  '  ^ABMricanAoKkmyotPtiytkitnAMUtiaU 
ACNM  — Axnetkaa  CoUcfc  <rf  Nune-Midwivcs 
AOOG  — AmcikanCoUegeofObwetricUiwand 

Oynecolo^its 
ADAMHA— Alcohol,  Drag  Abuse,  and  Meaul  Health 

AdmiDinratioo  (PHS) 
ADMS    —Alcohol,  Drug  Abuse,  and  Mental  Health 

Services  Bk>ck  Gtant 
AFDC  — Aid  loFainmes  with  Dcpc«Kle«aiildrtn 
AHA  — Ametkan  Hospital  Associatioa 
AHCPR   —Agency  for  Health  Care  Policy  and 

Rctearch  (PHS) 
AHEC  — area  health  educatioo  ccoier 
AHP  — allied  health  profrssiooal 
AMA      —American  Medical  Assodalion 
AOA       -American  Optoinetric  Association 
ASC  — ainbulatocy  surgeiy  center 
BHCDA  —Bureau  of  Health  Care  Delivery  and 

Assistance  (HRSA.  PHS) 
BHPr      bureau  of  Heahh  Professions  (HRSA,  PHS) 
BLS       —Bureau  of  Lidbor  Statistics  (Department  o€ 

Labor) 

CCEC  — Community  dime/Emergency  (>nter 
CDC  — Ontcrs  for  Disease  C:oiitrol  (PHS) 
GPR  — Oxie  of  Federal  Regulations 
CHC       —community  health  center 
CHMSA  —Critical  Health  Manpower  Shortage  Area 
CLT       —clinical  laboratory  technicianAechnologist 
CMHC  — commwity  mental  health  center 
C7MHC  — eommuni^/migiant  health  center 
CNM  — certified  nurse-midwife 
COBRA  — Consolidated  Omnibus  Budget 

Reconciliation  Act  of  19S5 
GOOME  —Council  on  (}raduate  Medical  Education 
CON       —certificate  of  need 
CRNA     —certified  registered  nurse  anesthetist 
Cr         —computed  tomography 
DEFRA   —Deficit  Reduction  Act  of  1984 
DHEW    —Department  of  Health,  Education,  and 

Welfue  (now  DHHS) 
DHHS     —Department  of  Health  and  Human  Services 
DO  — doctor  of  osteopathy 
DRGs  — diagnosis-related  groups 
EACH     —Essential  Access  Community  Hospital 
EGH       -Emergency  Care  Hospital 
EMT  — emergency  medical  technician 
EPSDT    —Early  and  Periodic  Screening.  Diagnosis. 

aitd  Treatment  (Medicaid) 
ESWL     —extracorporeal  shock  wave  lithotripsy 
PMG      —foreign  medical  graduate 
FmHA  — Faimen  Home  Administration  (USDA) 
FNP  — family  nuisc  practitioner 
FP  — fwnily  practitioner 
FR         —Federal  Register 
PTC       —Federal  Trade  Commission 
FTCA      —Federal  Tbrt  Claims  Act 


PTE  — foU-dme  equivalent 
FY         —Federal  fiscal  year 
GAO  — Geoeial  Axouotiag  Office  (U.S.  Congreas) 
Q/FP      —generaVEamily  practitioner 
GME      —graduate  medical  education 
CH^IENAC --Graduate  Medical  EAicafion  National 
Advisory  Committee 
—genend  practitioner 
— Geographic  ftactioe  Index 
~4ie«lAC:kreFinancingAdmiutrtfnn(DHHS) 
— Hcrfindahl-Hirschman  Index 
— heahh  maintenance  ofganizatioQ 
— Health  Manpower  Shortage  Area 
— HMSA  Placement  Opportunity  List 
—Health  Resources  atKl  Cervices 

Administratiott  (PHS) 
— U.S.  Department  of  Housing  atKl  Urban 

Development 
— Index  of  Medical  Underservice 
— Institute  of  Medicine 
— ^Internal  Revenue  Service 
—Joint  (Commission  on  the  Accreditation  of 

Healthcare  Organizations 
— local  healdi  department 
— ^licensed  practical/vocational  nurse 
—Medical  Assistance  Facility 
— medical  doctor 
— migrant  health  center 
—Montana  Hospital  Research  and  Education 

Foundation 
— mukibospital  system 
— midlevel  practitioner 
— ^Midiigan  Primary  Care  Association 
— magnetic  resonance  imaging 
— metropolitan  statistical  area 
— Medically  Undcrservcd  Area 
—Medically  Undersetved  Area/Population 
—Medically  Underserved  Population 
— National  Governors'  Association 
—National  Heahh  Serwce  C>>rps  (BHCDA, 

HRSA.  PHS) 
— ^National  Institute  of  Mental  Health 

(ADAMHA.  PHS) 
— ^National  Library  of  Medicine 
— nurse  practitioner 

  —National  Rural  Heahh  Association 

OB/GYN  —obstetrician/gynecologist 

OBRA     —Omnibus  Budget  Reconciliation  Act 

— U.S.  Office  of  Management  and  Budget 
—office  of  rural  beakh  (State-kveO 
—Office  of  Rural  Health  Policy  (HRSA,  PHS) 
— occupational  therapist 
—Office  of  Technology  Assessment  (U.S. 

degress) 
— physician  assistant 
— primary  care  cooperative  agreement 
—Preventive  Heahh  and  Health  Services  Block 
Grant 


GP 

GPa 

HCFA 

HHI 

HMO 

HMSA 

HPOL 

HRSA 

HUD 

IMU 
lOM 
IRS 

JCAHO 

LHD 

LP/VN 

MAF 

MD 

MHC 
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PHS  --I^MicHMidiSc(vke(DHHS) 

PBi  — firiviiepractioeaMiinmeot 

PPO  -ivmiepnctiseoptioQ 

PPRC       "T'"'"'  "'Tn^rnrinrrfifMiM^iii 

PRO        *~'fWCf  RViCW  OCKIDttitiOB 

ntoRiC        j.-»T.  ■  ^^-ymiini  r>iri»¥rtrimi 
mucioa 

RBRVS  --fPtOTOi  twnrt  wiMia  TriaetcateCMcd- 
ic«e) 

RHC     "-raril  hwi hti  cftMc  (Mcdiqw;/MedkMd« 

certified) 
RN  — regisiefed  mne 
RPCH  -"RnrilPriiniiyCareHo^jital 


RRC  '-^miLw^baAoac$Bc(^Mktn<)eri^ 

RT  — rapinKvy  ihenptft 

SGH  — S^GoDni^  Hoqiiua  (Medic«e- 

SDMK  — SoiMhDriDotalMkslIofiRiMiioaBx- 
cfaaMfe 

Sms  — Mddaiinfiut<le«ktyndrane 

SNF     -HkOledMniaf  fiMnlity 

SOBRA  >^ixih  QaaiibM  Bodfct  Reooadli^ioa 

Aaori9«6 
SSI  -— SiypirtnrnhJSgcMrity  Ipoome 
Ui;,C    >-4lBilpd  Suet  Code 
USDA  — Wied  StUct  DepMneot  of  A^ricttl' 

tore 

WMI  — l^'i*ii^ta^Ahifc«,M«itM>,>odH^ 
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Summary  and  Options 


INTRODUCTION  AND  SCOPE 

This  repott  is  about  access  of  people  io  rural 
America  to  basic  health  care  services. 

The  1980s  witnessed  mral  ecotx>[nic  decliRe  and 
instability,  major  changes  in  Federal  health  pn>> 
grams,  and  increasing  concern  about  the  long-term 
viability  of  the  rural  health  care  system.  This 
concern  prompted  the  Senate  Rural  Health  Caucus 
and  the  Ranking  Minority  Member  of  the  Senate 
Committee  on  T..abor  and  Human  Resources  to 
request  that  OTA  assess  the  availability  of  health 
services  in  rural  communities,  the  problems  rural 
providers  face,  and  the  remedial  strategies  that  might 
be  influenced  by  Federal  policy.^ 

This  report  focuses  on  trends  in  the  availability  of 
primary  and  acute  health  care  in  rural  sueas  and 
factors  affecting  those  trends.^  The  rest  of  this 
sununary  presents  OTA's  findings  and  conclusions 
on  rural  health  care  availability  and  options  for 
congressional  consideratioQ.  Many  of  these  options 
bear  some  similarity  to  proposals  by  others  to 
in^>rove  nual  bealdi  care  services,  although  the 
details  may  differ  coosidenbly.  The  report  itself 
examines  in  detail  the  issues  faced  by  rural  facilities 
providing  healdi  services  and  physicians  and 
other  rural  health  persooneL  To  provide  examples  of 
how  these  issues  may  play  out,  it  also  discusses  in 
more  depth  two  specific  gnyips  of  services:  maternal 
and  mfant  health  services  and  mental  health  serv- 
ices. 

Although  the  a£fordabiliti  of  health  care  is  an 
inqxntant  factor  in  access  to  :are  by  rural  residents, 
the  fundamental  issue  of  uniisured  populations  and 
uncompensated  care  is  beyoad  the  scope  of  this 
report,  since  it  encompasses  the  urban  as  well  as  the 
rural  health  care  system  and  has  broad  razm'fications. 
Moreover,  even  if  it  were  possible  to  enable  all 
patients  to  adequately  coni{)ensate  providers,  policy- 
makers would  still  find  it  oecessaiy  to  considier 


measures  to  overcome  the  special  access  problems 
of  undcrserved  areas  and  populations.  Thus,  the 
report  does  not  discuss  in  depth  either  health 
insurance  coverage  or  health  care  fmanciog.  Instead, 
it  considers  these  factors  in  terms  of  their  influence 
on  the  availability  aikd  financial  viability  of  providers. 

Two  other  important  issues  are  also  beyond  the 
scope  of  this  report.  First,  the  importance  of  rural 
health  caie  providers  as  sources  of  employment  and 
income  is  not  addressed  here,  although  it  is  a  vital 
issue  in  many  rural  conununitics.  Second,  this  report 
does  not  examine  the  quality  of  rural  health  care  in 
any  detail,  although  it  is  clear  that  the  quality 
implications  of  rural  health  interventions  deserve 
scmtiny.  But  such  an  examination  would  have  to 
proceed  with  care.  By  necessity,  an  evaluation  of  the 
quality  of  a  service  provided  in  rural  areas  must  be 
measured  against  the  implications  of  having  no 
locally  available  service  at  all. 

PROBLEMS  AND 
CONSIDERATIONS  IN  RURAL 
HEALTHCARE 

The  Health  and  Health  Care  Access 
of  Rural  Residents 

During  this  century,  the  rural  population  has 
become  an  inoreasin^y  smaller  proportion  of  the 
total  U.S.  population  (figure  1).  As  of  1988,  about  23 
percent  of  ^e  U.S.  population  lived  in  noimietro- 
politan  (noQxnetro)  counties  {24).  About  2*7  T>ercent 
of  the  U.S.  population  lives  in  "rural**  areas  as 
defined  by  the  Census  Bureau  (places  of  2^00  or 
fewer  residents)  (25).  and  slighdy  more  than  15 
percent  of  the  population  is  rural  by  both  defini- 
tions.^ Throughout  this  report,  ^'rurar^  refers  to 
nonmctro  areas  unless  otherwise  stated. 

Rural  residents  are  characterized  by  relatively 
low  mortality  but  relatively  high  rates  of  chronic 
disease.  After  accounting  for  expected  differences 


iTwo otfMT rtpom  pwff  pd ia  cowmcUom wift  dai  ■wewmmi b«ve  aktady Ixcii pcbluked:  DtfiHint ' 'If-raT '  Are*i:  fmpact  tm  Health  Cart  Folicy 
and  kestarck  (rekiced  Hkf  t9t9),  Md  JbrW  Bmerttttcy  Htdkal  Stnicex  (rekMod  NoroBbcr  1 9<9). 

^Tbe  rtpoit  doc«  »M  caaiac  iMws  rtlMiaf  10     ladiM  Heal^ 
froM  «fae  MS.  rtwktatly         il  OTA  iBfom  r%  ilai^d  iwe  \amm.  ia  dmfl 

^ee  ifae  rdtted  OTA  ntf  paper  fcr  •  dcttiki  ditcawioa  «r  tke  ia^iltcilioa^  «<*  diflacat  ddjaWoai  <if  "rani"  lod  tbc  i^licttiofis  of  Ibcae 
defiMdoM(«). 


112 


2  •  Health  Care  in  Rural  America 


Rgur*  1— U.S.  Rural  and  Rural  Farm  Population, 
SalMitad  Yaars,  1920-M 


ItK    1*>0    1*«0    (MO    1M0    l«70    1*M  l*M    1MT  ItM 


*BM*d  on  th«  C«uu»  But«eu*9  dcfntion  of  th«  rural  population. 
iTho  rural  pofwtation  figurM  from  1950  on  r«n«ct  <)*hnitona]  am\g**.  Hwl 
(h«  pfavwot  <}«IWt»oo  bMn  uMd  th«  1950  rural  pogulabon  woiid  haw* 
bwn  60.944.000.  w  *0  p««»rt  ol  ttw  total  U.S.  populaujn. 
SOURCE:  Offksa  o*  Tachrwiogy  A»»mrt»ol.  1990.  Dala  from  U.S. 

Dat>»rtmarit  oi  Com.-narw.  Bor  •auol  tha  Caruin.  Joinrty  wtth  th« 
U.S.  DapartTTvaot  o(  AgrtcuRura.  "flural  and  Rural  Farm  Popola- 
fion.  19M.~  Curtfit  PofxM*H)0  P^ports.  Sanas  P-20.  No.  43d 
(V/a»hing1on.  DC:  U.S.  Gowmmafi*  Pnrrtmg  Offba.  Saptambar 

due  to  sgc,  race,  and  sex  distributions  between  urban 
and  rural  areas,  mortality  rates  in  rural  areas  are  4 
percent  lower  than  in  urban  areas  (27).  Two  notable 
exceptions  exist:  in  niral  areas,  infant  mortality  is 
slighUy  higher  (10.8  v.  10.4  per  1,000  infants),  and 
injury-ielated  monality  is  dramatically  higher  (0.6  v. 
0.4  per  1,000  residents).  Chronic  illness  and  disabil- 
ity, on  ibe  other  hand,  affect  a  greater  proportion  of 
the  rural  than  the  urban  population  ( 14  v.  12  percent) 
(29).*  There  is  little  overall  difference  between 
urban  and  rural  residents  in  rates  of  acute  illness. 

Rural  populations  are  unique  in  the  extent  of 
I^ysical  barriers  they  may  encounter  when  obtain- 
ing health  care.  Even  in  relatively  well-populated 
rural  areas,  the  lack  of  a  public  transportation  system 
and  the  existence  of  few  local  providers  to  choose 
.^om  can  irwke  it  difficult  for  many  rural  residents  to 
reach  facilities  where  they  can  receive  care.  And 
i^rsons  living  in  low-density  "frontier"  counties — 
counties  of  six  or  fewer  persons  per  square  mile — 
can  have  geographic  access  pr  ^bUms  of  immense 
proportions.  In  these  counties,  predominantly  lo- 
cated in  the  West,  there  is  insufficient  population 
density  in  many  areas  to  adequately  support  local 
health  services. 


PMo  crmM*:  P9t4€  B^ton 


Fanning  oommuntties  were  especially  hard-hit  by 
•conomtc  slowdowns  during  Ihe  earfy  1960$. 

Economic  barriers  prevent  many  rural  residents 
from  receiving  adequate  health  care  and  ofren 
outweigh  strictly  physical  barriers.  Rural  residents 
have  lower  average  incomes  and  higher  poverty 
rates  than  do  urban  residents,  and  one  out  of  every 
six  rural  families  lived  in  poveity  in  1987  (23). 
While  some  rural  areas  have  prospered  (e.g.,  areas 
that  have  become  retirement  havens),  areas  whose 
economies  are  based  on  farming  and  mining  suffered 
real  decreases  in  per  capita  income  during  the  first 
half  of  the  1 980s  (5).  Still  other  rural  areas  have  been 
pockets  of  poverty  for  decades.  These  areas  of 
persistent  poverty  are  heavily  concentrated  in  the 
South,  where  25  million  of  the  Nation's  57  million 
rural  residents  live,  and  where  4  out  of  every  10  rural 
residents  arc  poor,  elderly,  or  both  (2<5). 

Rural  residents  are  much  more  likely  than  urban 
residents  to  have  no  health  insurance  coverage  (J 82 


♦Iheie  flfuret  •«  ■fC'idjujted  and  a>eitfort  canoot  be  explained  by  a  pwler  propoftioQ  of  cMaJy  rciidcDts  in  rwaJ  areu 
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Figur*  2— Trends  in  Hospitai  Utilization  by  Metropolitan  and  Nonmetropolitan  Residents, 
Satactad  Yaars,  1964^ 


Heaixt*!  4itch«(ott 


A««rae*  i«Aom  of  notptui  ttn 


and  thu»  ifvM*  only  powito  w»K>  ww*  dbchyfltd  liv. 
SOURCE:  Offic»of  T«d«wlO0)r  AmuTTMrtt.  1«0.  Data  from  U.S.  0«pwtm«at  of  HwHh  and  Human  Services.  Cellars  fof  Osmm  Control  National  C«il«f 
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V.  14.5  ill  1986)  (29)''  Among  persons  with  incomes 
below  the  Federal  poverty  level,  rural  residents  are 
less  likely  than  urban  residents  to  be  covered  by 
Medicaid  (35.5  v.  44.4  percent  in  1987)  (15). 

Health  care  utilizatioa  trends  in  niral  areas  have 
paralleled  those  in  urban  areas.  Over  tinw,  people  in 
both  areas  have  increased  the  number  of  physician 
visits  per  person,  although  rural  physician  utilization 
remains  below  that  for  urban  residents.  Hospital 
inpatient  utilization  by  both  urban  and  rural  resi- 


dents has  declined  (figure  2).  Rural  residents, 
however,  still  report  more  admissions  and  shorter 
hospital  suys  than  do  urban  residents  (29)  * 

The  Availability  of  Rural  Health  Care 

Rural  health  caie  availability  in  1990  is  better  in 
many  ways  than  that  of  20  years  ago.  After  years  of 
hospital  construction,  the  ratio  of  community  hospi- 
tal beds  to  population  is  now  about  the  same  in  nnal 
as  in  urban  areas  (4.0  and  4.1  per  1,000  residents, 
respectively,  in  1986).  Federally  funded  community 


sioclwtes  only  pcTMMK  wdcr  ^  65. 
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Notall  nval  hospitals  that  have  dosed  \n  xecm  A  years  have 
been  $nwl.  Memorial  C34»nefal  Hospital,  a  25e-bed  facility 
In  eiWna.  Mtst  Vlfglnie,  dosed  In  the  niid-1980s. 

and  migrant  health  centers  (C/MHCs)  provide  subsi- 
dized care  to  poor  residents  through  nearly  800 
service  sites  in  rural  communities.  Physician  supply 
has  been  increasing  for  many  years  in  both  rural  and 
urban  areas;  one  out  of  every  440  people  in  the 
United  States  is  now  a  physician.' 

Nonetheless,  the  future  prospect  for  rural  health 
care  in  the  absence  of  intervention  is  grim.  Rural 
America  cannot  support  its  present  complement  of 
hospitals,  and  the  hospitals  are  going  broke.  By 
1987,  rural  hospitals  as  a  group  had  higher  expenses 
than  patient  care  revenues,  and  small  rural  hospitals 
had  Wghcr  expenses  than  revenues  from  all  sources. 
Hospitals  faced  with  continuing  fmancial  difficul- 
ties and  no  alternative  fomis  of  survival  will 
continue  to  close,  including  some  facilities  that  are 
the  only  reasonable  source  of  care  in  their  cbirmvani- 
ties.  Rather  than  drawing  local  patients  back  to  local 
care,  many  small  community  facilities  wUl  continue 
to  lose  wealthier  patients  to  more  distant  urban 
hospitals  atid  clinics.  Local  facilities  will  be  left  to 
contend  with  low  occupancy  rales  and  a  high 
proportion  of  patients  who  cannot  pay  the  full  costs 
of  their  care.  A  lack  of  incentives  and  nwdels  for 
developing  appropriate  networics  of  care  may  result 
in  an  increasingly  fragmented  health  service  deliv- 
ery system. 

Rural  areas  are  finding  it  increasingly  difficult  to 
recruit  and  retain  the  variety  of  qualified  health 


personnel  they  need.  In  some  isolated  and '  'unattrac- 
tive" areas,  zu  absolute  lack  oi  providers  may 
become  a  chronic  situation.  The  number  of  areas 
designated  by  the  Federal  Government  as  primary 
care  Health  Manpower  Shortage  Areas  (HMSAs) 
has  not  changed  significantly  since  1979.  And  in 
1988,  111  counties  in  the  United  States,  with  a  total 
population  of 325,100,  had  no  physicians  at  all  (31). 
Haifa  million  rural  residents  live  in  counties  with  no 
^ysician  trained  to  provide  obstetric  care;  49 
million  live  in  counties  with  no  psychiatrist  States 
overwhelmingly  rate  health  personnel  shortages  as  a 
top  problem  area  and  a  top  focus  of  State  rural  health 
activities  (22). 

No  single  strategy  is  appropriate  to  all  rural 
areas  or  all  health  care  providers.  Rural  North 
Dakota  is  not  the  same  as  rural  Mississippi.  Rural 
health  problems  and  issues  vary  dramatically  by 
region,  State,  and  locality.  The  success  of  strategies 
to  address  these  problems  will  also  vary,  and  some 
strategies  that  are  vital  to  a  fevv  communities  may 
offer  little  to  others.  Furthcrmorc,  even  in  a  single 
State  or  locality,  multiple  approaches  are  more  likely 
than  single  strategies  to  obtain  results. 

The  Federal  Govcrmncnt  cannot  fix  all  rural 
health  problems.  It  cannot  force  community  consen- 
sus, or  create  new  structures  directly  adapted  to  local 
needs,  or  overcome  all  State-level  barriers  to  change. 
But  it  can  create  an  environment  that  facilitates  these 
activities,  it  can  furnish  the  information  States  and 
communities  need  to  know  before  undertaking  them, 
and  it  can  be  the  catalyst  for  great  improvements  in 
the  rural  health  care  system. 


The  Federal  Role  in  Rural  Health 

The  States  arc  heavily  dependent  on  the  Federal 
Government  for  assistance  in  maintaining  and  en- 
hancing rural  health  care  resources;  nearly  one-half 
(44  percent)  of  their  resources  for  rxural  health 
activities  (e.g.,  personnel  recruitment)  come  from 
Federal  sources  (22).  Federal  health  insurance  pro- 
grams such  as  Medicare  arc  a  large  additional 
Federal  investment  in  rural  health  care. 
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Summary  and  Options  •  5 


BoxA-^ederalFngrams  To  Enhmmceftur^ 
HtMt  Rtsourees 

Fodenl  nml  heakli  moocce  progmnf  indiKfe: 

•  Uie  NatiomU  HeM  Service  Corps,  Mikb  On 
mi^tioa  to  lunran  tomt  oommiwionttd  mep- 
bcn)  pcovidet  pimmifiif  tcnrioes,  «cl»otar> 
•hipc  and  fwfciratioml  loux  itptyuiem  for 
pfayiidaiu  and  oettain  oUm  bealA  pfolietCM^ 
als  wiUiag  lo  Mnre  in  cectak  4^tF*^^ 
HMSAt: 

•  programs  that  provide  grants  to  schools  edu- 
catiMf  attd  trcudng  primary  care  providers 
(e.(..  fiMniljr  practkiooen,  physician  asds- 
taao,  and  nones); 

•  the  Federal  Area  Health  Education  Centers 
program,  wfaicfa  links  medical  centers  widi 
raral  pcactioe  sites  to  provide  educadooal 
sexvices  and  xural  clinical  expaieoces  to 
stDdeoo,  faculty,  and  pnu:titiooen  in  t  variety 
of  beahh  profes^oos; 

•  the  Community  and  Migrant  Health  Centers 
grant  programs,  wfaicfa  are  the  Federal  Gov- 
enunent's  moit  promineot  activities  to  pro- 
moce  primary  health  care  Polities  in  rural 
areas; 

•  Primary  Care  Cooperative  Agreements. 
tfamigfa  «vhicfa  tibe  Fodenl  Govcnuneot  assists 
States  that  are  assessing  needs  for  primary 
healA  care  and  developing  plans  aikd  infotina- 
tkai  to  address  those  needs;  and 

•  the  Rural  Health  Care  Transition  Grant  pro- 
gram, cstabiiAed  in  1988,  which  provides 
grants  to  small  rural  hrxpitah  for  strategic 
planniDg  and  service  enhancement. 


The  bulk  of  the  Federal  rok  in  rand  health  is 
cairied  out  through  four  difieteut  types  of  pnv- 
grama.*  First  are  health  care  progiama — 
most  oocaUy,  Medicare  and  Medicaid  which 
directly  for  health  care  aervicet.  Both  pcogranss 
differentiate  in  a  Durhber  of  ways  between  mral  and 
urban  providers  and  payment  to  Aoae  providers. 
Both  programs  also  inchide  special  exemptioiu  to 
general  payment  rales  for  cettaxn  rural  facilities  and 
services  (e.g.»  tshysician  aervioes  provided  in  certain 
HMSAs). 

Second  b  the  health  block  grant,  under  wfaicfa  the 
Federal  Government  allocates  funds  to  States  to 
spend  oa  any  of  a  variety  of  programs  in  a  general 
topic  area.  Three  major  block  grants  infhie&ce  rural 
health  services:  the  Maternal  and  Child  Health  block 
grant;  the  Preventive  Health  and  Health  Services 
block  grant;  and  the  Alcohol,  Drag  Abuse,  and 
Mental  Health  block  grant. 

Third  are  Federal  programs  for  which  enhancing 
rural  bealdi  resources  is  an  ej^Udt  goal.  Box  A 
presents  some  major  programs  in  this  category. 

A  fourth  critical  Federal  activity  is  that  of 
coordinating,  undertaking,  and  funding  leaearch  on 
rural  health  topics.  Major  Federal  agencies  involved 
in  this  activity  are  die  Office  of  Rural  Health  Policy 
(ORHP)  and  the  Agency  for  Health  Care  Policy  and 
Research. 

A  major  cballenge  in  df^'gning  Federal  rural 
health  policies  is  to  identify  Aoae  areas  where 
residents'  access  to  basic  health  care  is  sufiBuently 
endangered  to  justify  special  protective  measures. 
Endangered  areas — dK>se  with  duonic  shortages  of 
health  pcrsoimel,  for  txuDplt — require  special  at- 
tention and  ongoing  subsidies  of  providers  in  order 
to  ensure  a  basic  level  of  adequate  IjeaUfa  care  n>  area 
residents.  Although  the  present  HMSA  and  Medi> 
cally  Underterved  Area  <MUA)  <fesignations  have 
shortcomings,  the  basic  concept  cf  designating 
areas  of  personnel  shortage  and  areas  of  poor 
health  is  sound.  Extending  this  concep:  to  encom- 
pass rural  hospitals  and  other  facilities  would 
enable  more  appropriate  targeting  of  Federal  health 
funds  to  needy  rural  areas. 

Many  rural  areas  ace  prospering  and  have  suffi- 
cient bealdi  resources,  although  these  resources  may 


not  always  be  available  or  pix>vided  in  an  efficient 
maz:ncr.  Others  have  temporary  health  caxe  prob- 
lems,  ar  d  in  still  other  areas  health  providers  face 
financixJ  crises  because  they  axe  losing  their  most 
lucrative  patients  to  urban  hospitals  and  physicians. 
In  rural  areas  without  critical  and  chronic  problems 
of  endangered,  access.  Federal  policies  are  more 
appropriately  oriented  towards  measures  to  en- 
hance the  capabilities  tjf  providers,  encourage  their 
adaptation  to  changes  in  the  health  care  environ- 
ment, and  ensure  consistent  and  fair  payment 
policies.  Appropriate  measures  nuy  include  techni- 
cal assistance,  occasional  and  temporary  financial 


*Scmec^ra$nttiiim'^'I^^Jllm^i^MtU*^i^f*imMm%^MMkctrm>in^^ 
Simairtuapwif  ofneni|i  1  atA^UtUmiX^tmmtfntramtKw^timnit^i. 
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Eight>tMd  Con*«y  HocfAal.  MimmoU's  smaMost  hospKai.  hxiudts  an  operating  room,  outpatitnt  dMc.  and 
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assistance,  targeted  financial  incentives,  and  indirect 
supports. 

A  secondary  problem  for  Federal  rural  health 
policies  has  been  bow  to  identify  areas  that  require 
special  protection,  while  accommodating  the  tre- 
mendous diversity  in  rural  health  issues  and  prob- 
lems in  different  areas  of  the  country.  Effecthe 
targeting  of  Federal  resources  to  rural  areas 
requires  the  invotvemem  of  the  States.  State  involve- 
ment includes  not  only  enlisting  the  assistance  of 
Stale  and  local  agencies  in  identifying  critical  areas 
but  enabling  States  and  localities  to  adopt  and  adapt 
programs  tailored  to  their  own  needs.  Nearly  one- 
half  of  States — 21  of  44  States  responding  to  an 
OTA  survey — already  rely  on  their  own  designation 
criteria  instead  of  (or  in  addition  to)  Federal  criteria 
for  identifying  underserved  areas. 

The  enormous  diversity  across  States  in  rural 
health  problems  suggests  that  it  is  also  appropriate 
to  maintain  a  strong  Sute  role  in  designing  and 
implementing  solutions.  But  Sute  capabilities  to 
cany  out  this  role  successfully  vary  considerably. 
Federal  coordination,  technical  assistance,  and  in- 
formation are  crucial  to  States  and  communities 
trying  to  address  their  rural  health  needs. 


RURAL  HEALTH  SERVICES: 
ISSUES  AND  OPTIONS 

Issues 

The  1980s  brought  major  changes  to  the  Nation's 
riiral  community  hospitals,  as  medical  practices, 
technologies,  and  payment  systems  all  acted  to 
replace  inpatient  procedures  with  outpatient  care 
and  as  remaining  inpatient  care  became  increasingly 
sophisticated.  Both  rural  and  urban  hospitals  wit- 
nessed substantial  declines  in  inpatient  utilization 
(table  1).  Changes  in  rural  hospitals,  however,  were 
especially  dramatic.  Rural  hospital  occupancy  rates^ 
in  1968  were  only  56  percent,  compared  with  over 
68  percent  for  urban  community  hospitals  (2).  With 
lower  inpatient  admissions,  rural  hospitals  have 
become  more  dependent  on  outpatient  aixi  long-term 
care  revenue.  By  1987,  nearly  one-half  (46  percent) 
of  rural  hospital  surgery  was  performed  on  outpa- 
tients. One-fourth  of  rural  hospitals  have  long-term 
caie  units,  and  in  these  hospitals  iong>term  care  beds 
make  up  nearly  one-half  of  the  total  beds  (20). 

These  nrujor  declines  in  inpatient  utilization, 
compounded  by  increasing  amounts  of  uncom- 
pensated care,  have  undermined  the  financial  health 
of  many  rural  hospitals.  From  1984  to  1987,  the 
amount  of  uncompensated  care  delivered  by  rural 


*Thftm  occwptocy  met  m  bwod  oo  tool  botpiu]  bedt.  iDd«lijB«  kjog-tem  are  b«xU, 
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iKMpitato  iacreaied  by  over  26  peneoc,  10  fttt  >ver^ 
of  moR  dMo  SSOO^  per  ko^pinl  by  19«7  (7). 
NoopMte  Msroet  of  ievtaae»--M  imay  caws,  ttx 
ibddiet— haw  bccomp  mcrrmmf^  important  lo 
hoipteaU*  fiMMcaal  vUbility.  By  i9t7.  ae«ly  all 
lural  boapiiaU  had  hi|^  coMs  (haa  patiear  care 
fevoHMt;  die  anMlta  hoapHab  had  ooatt  higher 
dMA  levaoMa  frooi  all  «MR»a  ^0). 

Needy  tfaiw-fbiKthf  of  nvalhoapiddt  have  fiewer 
(han  lOObedt  iepKt3),Tke$e  small  hospitaU  an 
in  pvticular  dl^fficnUy;  they  ka¥€  the  feweM  a^mii- 


sions,  the  lowest  occtpancy^  amd  the  highest  ex- 
penses per  iapatieM  day  cf  all  nitat  hospitals  (20), 

DeipilB  Iheae  treadf .  naral  anag  ia  feaenl  afe  adll 
weU-M|iplied  wiA  boipilalt.  lia  1966.  the  ratio  of 
oomoBBky  hoapital  beds  topnpalartwi  wag  abooC 
the  moat  m  mnl  aa  k  oriiaa  araaa;  k  14  Slaiea, 
bed-to-popaladoQ  ntioa  were  higber  k  niral  areas 
ill).  Mott  racal  ho^ptaOs  «e  wUmb  a  itaaooable 
dtflaaoe  of  aaodier  hospital  (over  SO  pcroeoc  are 
wiihk  30  ntlet),  bat  cxtteane  regksBal  digereaccs 
cnat;  forcmaple,  hoipitali  are  wack  fmfkat  apart 
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in  the  less  densely  populated  West  (7(5).>o  Although 
the  mid-1980s  witnessed  a  5.5  percent  decline  in  the 
number  of  rural  hospitals  (table  1),  most  hospitals 
that  have  closed  in  recent  years  have  been  small 
facilities  with  low  occupancy  rates  {35,36).  Most 
communities  in  which  hospitals  closed  appear  to 
continue  to  have  reasonable  access  to  emergency 
and  acute  care. 

In  fact,  one  of  the  greatest  problems  rural 
hospitals  face  is  the  ouSmigration  of  rural  residents 
to  urban  areas  for  care.  Studies  suggest  that  rural 
residents  (especially  young  and  affluent  residents) 
have  been  increasingly  seeking  care  outside  their 
own  communities,  either  to  obtain  specialized  care 
not  available  locally  or  to  obtain  alternatives  to 
locally  available  services  {4.6,7,17). 

Problems  futed  by  publicly  funded  facilities  that 
provide  primary  care  services  are  somewhat  differ- 
ent from  tiwsc  faced  by  ho«pitals.  From  1984  to 
1988  the  nunAer  of  rural  CTMHC  service  sites 
remained  relatively  constant,  but  patient  visits  to 
rural  C/MHCs  rose  nearly  19  percent  during  this 
period  {30).  Most  of  the  increase  in  utilization 


a{q)earsto  be  by  rural  residents  unable  to  pay  the  full 
costs  of  their  care.  By  1987,  nearly  one-half  of  all 
rural  CIMHC  users  received  discounted  care.  More- 
over, Medicaid-rein^urscd  visits  constimte  an  in- 
creasing proportion  of  revenues,  while  the  propor- 
tion of  revenues  from  private  pay  patients  has 
decreased  (50).  Consequently,  C/MHCs  remain 
heavily  dependent  on  Federal  grant  funds,  which 
make  up  nearly  one-half  of  total  revenues. 

Despite  their  heavy  Federal  dependence,  rural 
C/MHCs  receive  15  percent  less  Federal  funding  per 
patient  served  than  do  their  urban  counterparts  (9). 
Factors  such  as  differences  in  the  complexity  of  care 
patients  require  may  explain  some  of  the  difference 
in  funding  but  have  not  been  studied  in  detail. 

Rural  health  care  facilities  have  a  number  of 
optioas  in  adjusting  to  recent  changes  in  the  health 
care  and  fiscal  environment,  ranging  from  short- 
term  optioDS  such  as  staff  consolidation  axuS  reduc- 
tion to  longer  term  strategies  such  as  diversification 
and  participatioa  in  multifacility  alliances.  But 
many  rural  facilities  have  not  successfully  applied 
these  strategies. 
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fVtoto  crttt:  Tim  Htoctffwn 

Great  distances  in  areas  of  sparse  popUslion  can  Knit  the 
av^iabUHyofeventhe  most  basic  tocai  nnl  hMNh 
MTvices. 


One  major  barrier  to  the  successliil  implcmciitation 
of  strategies  is  simple  lack  of  community  and 
provider  will,  particular^  in  cases  where  groups 
have  differing  views  on  appcopriale  actions.  Bui 
even  when  providers  have  a  firm  direction  and 
committment,  they  can  be  stymied  by  a  lack  of 
infomiation  on  the  success  of  alternative  possible 
strategies,  and  the  lack  of  community  and  provider 
technical  expertise  and  financial  resources  to  under- 
take strategic  planning  and  other  in^xxtant  steps. 
Other  especially  inipoftant  ftructural  barriers  can 
include: 

•  standards  and  rfqidremenss  for  Rural  Health 
Climes  (RHCs)  and  OMHCs,  including  delays 
in  the  RHC  certificatioa  pfx>cess  and  C/MHC 
efficiency  standards  that  m;^  be  difficult  for 
small  or  ijolated  CTMHCs  to  meet; 

•  regulations  to  prevent  fraud  and  abuse  that 
may  inhibit  hospitals  from  engaging  in  some 
actions  that  wouU  encoorage  physicians  to 
practice  in  a  niral  area; 

«  State  licensure  restrictions  that  prevent  hospi- 
tals from  reducing  the  scope  of  services  (eg., 
converting  to  a  facility  that  ofifers  only  emer- 
gency, subacute,  and  primsiiy  care);  and 

•  restrictions  on  public  hoipiial  activities  that 
prevent  the  42  percetii  of  lural  ho^tals  that  are 
publicly  owned  from  providing  services  not 
expressly  or  implicitly  peanitted  by  their  en- 
abling statutes. 


Federal  intervention  will  have  limited  effect  on 
some  of  these  barriers.  But  the  Federal  Government 
can  avoid  policies  that  send  contradictory  messages 
to  rural  providers.  For  example,  it  may  be  appropri- 
ate for  many  rural  hospitals  with  low  occupancy 
rates  to  reorient  their  services  to  place  more  empha- 
sis on  outpatient  care.  Any  changes  in  Federal 
payment  policies  for  ambulatory  surgical  services 
that  assumed  an  unrealistically  low  cost  of  providing 
such  services,  however,  might  dissuade  these  hospi- 
tals from  making  apprc^riate  changes.  Uninten- 
tiooal  disiiKcntives  could  be  minimized  by  perform- 
ing a  detailed  analysis  of  the  impact  of  any  proposed 
new  payment  system  on  rural  providers  before 
adopdng  such  a  system. 

In  addition  to  evaluating  potential  new  health 
policies  for  their  impact  on  rural  facilities,  the 
Federal  Government  could  take  a  number  of  specific 
steps  to  identify  and  protect  essential  rural  health 
services,  and  to  enhance  the  abilities  of  all  rural 
providers  to  respond  appropriately  to  changes  in  the 
health  care  and  economic  environment.  Options  for 
undertaking  these  steps  are  presented  below. 

Options  for  Congressional  Action 

Identifying  and  Supporting  Essential 
Rural  Health  Facilities 

In  some  rural  areas,  particularly  those  with  high 
poverty  or  veiy  low  population  density,  a  single 
CscHity  may  be  the  only  provider  of  some  of  the 
community's  vital  services.  At  a  minimum,  these 
vital  services  include  basic  emergency,  primary, 
acute,  and  long-term  care. 

At  present  there  are  several  programs  aimed  at 
identifying  (and  supporting)  facilities  providing  one 
or  more  of  these  services,  specifically  the  C/MHC 
grant  prognms  and  Medicare's  payment  exc^Kions 
for  designated  RHCs,  Sole  Community  Hospitals 
(SCHs),  Essential  Access  Community  Hospitals, 
and  Rural  Primary  Care  Hospitals.  The  assumption 
of  each  of  these  programs  is  that  Federal  subsidies  or 
special  exceptions  to  payment  rules  wiu  enable 
services  to  be  provided  to  populations  whose  health 
care  access  might  otherwise  be  severely  impaired. 
P.xisting  progianis,  however — most  notably  the 
SCH  program — in^wrfectly  identify  these  facilities. 
Furtfaennoce.  each  program  has  its  own  unique 
criteria  that  may  not  be  relevant  to  other  appUca- 
tioos.  One  potential  directioa  for  Federal  policy  is  to 
undertake  a  more  ooocerted  effort  to  identify  (option 
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1)  and  pfoica  (suboptions  lA-lC)  a  broad  range  of 
es^eotial  facilities. 

Option  1:  Develop  criteria  to  identify  health 
facilities  that  provide  essential  emergency, 
primary,  acute,  and  long-term  care  in  specified 
rural  areas,  and  develop  programs  to  provide 
support  for  these  facilities. 

The  Dcptrtmcnt  of  Health  and  Human  Services 
(DHHS)  could  be  directed,  with  assisUncc  from  the 
States,  to  make  a  compfchcosive  effort  to  develop 
criteria  that  could  be  used  to  designate  essential 
facilities  and  services,  which  would  then  be  eligible 
for  a  variety  of  Federal  and  State  protections. 
Criteria  could  distinguish  among  facilities  for  which 
no  reasonable  alternatives  exist,  facilities  for  which 
alternatives  exist  but  are  more  distant  or  otherwise 
less  accessible,  and  all  other  facilities.  Programs 
using  the  facility  designations  thus  might  be  applied 
to  either  the  most  narrowly  or  the  more  broadly 
defined  group  of  "essential"  facilities. 

Designation  criteria  for  essential  facilities  might 
include  I 

•  distance/time  to  nearest  comparable  and  near- 
est higher  level  service  or  facility,  considering^ 
gcogr^hical  and  transportation  limitations; 

•  level  of  medical  underservice  and  indigence  of 
the  area  population; 

•  institution's  area  market  share  and  measures  of 
community  acceptance  (e.g.,  utilization  pat- 
terns); 

•  evidence  of  plans  or  actions  by  the  facility  to 
serve  critical  unmet  needs  of  the  local  coramu- 
nity;  and 

•  other  relevant  factors  (e.g.,  nuniber  of  Medicare 
beneficiaries  served). 

From  tte  State  perspective.  Federal  criteria  often 
seem  inflexible  and  not  adaptable  to  relevant  local 
conditions.  To  minimize  this  problem,  the  develop- 
ment of  designation  criteria  should  include  the  input 
and  active  involvement  of  State  governments.  State 
flexibility  would  be  further  enhanced  by  the  eitab- 
lishmentof: 

•  minimum  criteria  to  aid  the  Federal  Gov- 
ernment in  basic  and  fair  allocation  of  funds 
anooDg  States;  and 

•  less  restrictive  criteria  to  enable  States  to  use 
and  modify  the  designations  for  their  own 
puipoies,  and  to  enable  more  flexibility  in  the 


application  of  Federal  progrwni  to  v«iooily 

idrntifV^  facilities. 
Some  of  the  difficulties  of  applying  detailed 
criteria  from  the  pcr^wctive  of  the  Fsdewl  Govern- 
ment  could  be  avoided  by  requiring  Slates  to 
actually  <yply  the  criteria  and  make  the  designations 
(see  option  2).  TTic  Federal  role  coold  be  restricted 
to  technical  suppoct  and  assistance,  reviewing  and 
iq)proving  designations  and  affirming  that  Uie  desig- 
nated f aciHties  were  eligible  for  relevant  Fedeal 
programs.  Facilities,  once  designated,  could  also  be 
periodically  "recertified"  in  order  to  remove  those 
fiacilities  no  longer  meeting  the  criteria. 
Option  lA:  Provide  direct  grants  and  subsidies  to 
eligible  facilities. 

These  could  irx:lude: 

•  Time-limited  subsidies  to  maintain  operations, 
and  to  plan  and  implement  strategies  to  change 
the  scope  or  delivery  of  services  (e.g.,  1-  to 
3-ycar  grants  through  an  expanded  Rural 
Health  Care  Transition  Grant  Program). 

•  Continued  grant  support  and/or  special  altera- 
tions in  public  sources  cf  reimbursement  to 
maintain  and  enhance  operations  for  facilities 
deemed  unable  to  achieve  self-sufficiency  doe 
to  isolation  or  high  levels  of  unreimbursed  care. 
For  exan^le,  designated  hospitab  could  con- 
tinue to  receive  rcitribursemcnt  exceptions 
under  the  Medicare  program.  Alternatively,  the 
SCH  exception  could  be  phased  out  altogether, 
and  general  subsidy  grants  analogous  to  those 
provided  to  C/MHCs  could  be  made  available 
to  all  eligible  hospitals,  separating  the  subsidies 
from  the  Medicare  program. 

Option  IB:  Require  the  Farmers  Home  Admin- 
istration (FmHA),  the  Department  of  Housing 
and  Urban  Development  (HUD),  and  other  Fed- 
eral agencies  to  give  special  attention  to  the 
needs  of  essential  rural  health  facilities  when 
making  available  loans  to  institutions  for  capital 
improvement. 

Many  essential  rural  hospitals  and  clinics  may 
lack  adequate  access  to  capital  for  diversifying 
services  and  converting  facilities  to  other  fimctioos. 
Many  of  these  providers'  basic  facilities  and  equq^ 
ment  also  nuy  need  i^grading  to  maintain  quality  of 
care  and  conform  to  Federal  and  State  regulations. 
Inoeaaed  availability  of  ci^ital  through  FmHA 
direa  and  guaranteed  loans  and  HUD  loan  guarantee 
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programs  could  help  to  ensure  the  financial  stability 
and  pieseace  of  these  facilities. 

Option  IC:  Protect  essential  facHitUsp-om  Federal 
fraud  and  abuse  regulations  that  inhibit  their 
ability  to  recruit  and  retain  physicians  or  to  be 
acquired  by  physicians. 

Close  organizatioaal  association  with  j^sidans 
may  be  the  only  fuiancially  feasible  strategy  for 
long-tcmi  survival  for  some  lural  £udlities.  and  for 
essential  facilities  the  benefits  of  finjuKial  stability 
may  sometimes  outweigh  the  dangers  of  potential 
coctfUcts  of  interest.  A  specified  "safe  harbor"  irom 
fraud  and  abuse  regulations,  or  a  legislative  exemp- 
tion to  these  laws,  could  provide  for  die  arrange- 
ments these  facilities  mi^t  make  to  ensure  tihe 
availability  of  a  local  physician  (e.g.,  free  onsite 
office  space).  In  addition,  specified  "safe  harbor" 
practices  could  encompass  the  purchase  of  smalls 
failing  hoq>itals  by  local  physicians  wishing  to 
ensure  the  availability  of  this  resource.  Whole  or 
partial  physician  ownership  of  health  care  facilities 
may  be  an  especially  attractive  option  in  the  case  of 
small  "alternative  Ucensore"  facilities  that  provide 
mostly  primary,  emergency,  and  subacute  care. 

To  guard  against  abuse  of  this  exemption,  restric- 
tions could  specify  that  incetitives  be  independent  of 
the  nun4>er  of  patients  the  physician  refexs  to  the 
facility,  or  that  a  facility  wishing  to  acquire  a 
physician  practice  could  not  exclude  other  local 
physicians  from  its  staff.  Also,  facilities  could  be 
precluded  from  listing  recruitment  and  retention 
costs  on  their  Medicare  cost  reports. 

Option  2:  Provide  assisUnce  to  States  to  help 
them  identify  essential  fadlit:es,  remove  regu- 
latory barriers  applying  to  these  facilities,  and 
ofl>r  State-based  flnandal  support  to  a  nnore 
flexible  set  of  designated  facilities. 

Option  2A:  Provide  time-Umited  (2-  to  3-year) 
grants  for  the  development  of  State-designated 
offices  of  rural  health  to  enable  States  to  better 
support  rural  health  efforts. 

The  Federal  ORHP  is  an  important  part  of  the 
Federal  effort  to  assess  rural  heahfa  progiam  needs 
and  respond  to  information  needs.  Organizatioas 
that  can  carry  out  equivalent  duties  at  the  State  level 
are  likewise  in^}octant.  As  of  E^ebniary  1990,  19 
States  had  instihited  (and  S  inoce  had  plans  for) 
State-designated  offices  of  raral  health  (7¥^2). 
(Locations  of  existing  offices  were  almost  evenly 


divided  between  State  agencies  and  nonprofit  organ- 
izatioos.)  Thirty-four  Stales  r^>orted  die  existence 
of  legislative  or  executive  task  forces  or  committees 
to  address  State  rural  health  issues  (22).  Thirteen 
States,  however,  have  neither  an  office  of  rural 
health  nor  a  State  rural  health  task  force. 

Option  ZB:  Provide  time-limited  or  ongoing  grants 
to  States  to  help  them  undertake  spec^  activities 
relating  to  essential  and  other  rural  health 
facilities. 

Such  grants  coukl  enable  States  to: 

•  identify  and  designate  essential  facilities  and 
services; 

•  monitor  the  financial  condition  of  essential 
facilities  aivl  services,  protect  against  un- 
desirable closure,  and  examine  the  compa- 
rability and  acceptability  of  the  nearest  health 
care  facilities; 

•  provide  technical  assistance  to  enhance  leader- 
ship and  management  skills,  support  strategic 
pUrming.  . encourage  reconfiguration  of  serv- 
ices and  cooperative  affiliations  with  other 
institutions,  and  recruit  critical  staff; 

•  help  subsidize  existing  statewide  capital  fi- 
nancing sources  and/or  unconq>ensated  care 
pools,  making  them  more  accessible  to  essen- 
tial £unlities; 

•  encourage  spedal  local  tax  initiatives  and  the 
creation  of  health  service  districts,  where  ap- 
propriate, to  mafntain  and  e}q>and  services; 

•  study  the  impact  of  Federal  aiKl  State  regula- 
tions on  essential  facilities,  disseminate  infor- 
mation clarifying  State  and  Federal  regulatory 
requirements,  aiKl  develop  model  State  legisla- 
tive and  regulatory  language;  and 

•  identify  areas  without  access  even  to  essential 
primary  and  other  care  facilities,  and  provide 
fimds  to  establish  new  facilities  in  these  areas. 

Encouraging  Comprehensive  and 
Coordinated  Rural  Health  Care 

Rural  patients  and  providers  are  often  both 
physically  and  professionaliy  isolated.  As  a  result 
they  may  be  unable  to  obtain  consultation  and 
information  and  unaware  of  appr<^>riate  alternative 
sources  of  care.  They  may  receive  little  feedback  and 
few  resources  from  regional  providers. 

Optioa  3:  Award  small  Federal  grants  to  projects 
whose  goal  is  the  d^dopment  of  model  rural 
health  care  networks. 
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Short-teim  demonstration  and  development 
grams  could  be  awaxdcd  by  DHHS  to  States  or 
nonprofit  organizatioas  to: 

•  identify  special  basic  care  need  areas  in  geo< 
graphically  remote  and  persistent  poverty  com- 
munities, identify  mimmum  service  needs,  and 
create  and  evaluate  the  effectiveness  of  service 
networks  in  those  areas; 

•  identify  regional  needs  and  service  resources 
for  comprehensive  and  integrated  care  in  re- 
gions not  designated  as  special  basic  care  need 
areas,  and  create  and  demonstrate  integrated 
care  networks  in  those  regions;  ar^ 

•  develop  regional  referral  netwoiks  for  specific 
services  and  population  groups  needing  partic- 
ular attention,  using  (and  expanding)  the  peri- 
natal networic  model. 

Some  aspects  of  this  option  are  already  in  place; 
forexample.undcr  Primary  Care  Cooperative  Agree- 
ments, States  can  receive  funds  to  help  identify 
needs  in  undcrservcd  areas.  Private  organizations, 
however,  catmot  receive  funds  directly  at  present  for 
this  purpose. 

As  an  alternative  to  a  new  funding  program,  the 
Rural  Health  Care  Transition  Grant  program  could 
be  expanded.  A  proportion  of  these  grant  funds 
could  be  directed  specifically  to  funding  for  con- 
sortia of  hospitals  and  other  providers  wishing  to 
develop  model  arrangeniients  for  transferring  and 
referring  patients,  and  for  enhancing  local  care 
through  periodic  specialty  clinics  and  continuing 
education  seminars. 

Longer  Term  Assessment  of  the  Future  of  the 
Rural  Health  Care  Delivery  System 

Innovative  responses  to  existing  barriers  to 
change  include  measures  to  modify  State  hospital 
licensure  laws  to  permit  the  operation  of  facilities 
that  provide  leas  than  full-service  hospital  care.  Two 
examples  are  Montana's  Medical  Assistance  Facili- 
ties and  California's  proposal  for  basic  facilities 
whose  license  category*  would  depend  on  the  extent 
of  lexvicea  they  offer.  The  Federal  Government  has 
taken  similar  steps  with  the  eoactmeat  of  the 
Omnibus  Reconciliation  Act  of  1989  (Public  Law 
101-239).  which  pcrmitt  Medicare  payment  to  small 
rural  facilities  that  are  designatrd  Rural  Primary 
Caie  Ho^itals  (RPClis)  in  a  limited  number  of 
Stales.  But  the  RPCH  is  not  necessarily  tiie  only  or 
the  beat  model  for  all  raral  areas,  and  the  ability  of 


other  facility  models  to  be  eligible  for  Medicare  and 
Medicaid  payment  remains  highly  uncertain. 

The  need  for  such  "alternative  licensure"  facili' 
ties,  the  variety  of  proposals,  and  the  potential 
importance  of  these  facilities  to  the  rural  health  care 
system  warrant  a  comprehensive  and  ongoing  anal- 
ysis to  ease  their  incorporation  into  the  system. 
Adi^King  the  system  to  accommodate  these  facilities 
introduces  a  myriad  of  questions:  how  to  pay  for  the 
services  they  provide,  how  to  integrate  them  into  a 
conqjrehensive  and  coordinated  system  of  care,  and 
how  to  ensure  that  they  continue  to  provide  services 
vital  to  their  communities.  Answering  these  ques- 
tions requires  the  input  and  coordination  of  informa- 
tion ftom  a  variety  of  Federal  and  State  agencies. 

The  recently  established  ORHP  aad  the  National 
Advisory  Committee  on  Rural  Health  were  created, 
in  part,  to  address  such  issues.  At  present,  ORHP  has 
a  very  small  staff  and  a  wide  range  of  responsibility; 
the  Advisory  Committee  considers  a  similarly  broad 
range  of  issues  and  meets  only  four  times  each  yes: 
These  limitations  at  present  prevent  an  immcKL  e, 
intense  examination  of  the  structure  of  the  rural 
health  care  system. 

Option  4:  EsUblish  a  short-term  (18-24  month) 
advisory  task  force  whose  purpose  is  to  exam- 
ine the  future  of  rural  health  delivery  systems 
and  to  provide  guidance  on  the  implementa- 
tion of  new  service  delivery  structures. 

Ideally,  the  task  force,  comprising  both  public- 
and  private-sector  experts  in  rual  health  and  health 
care  financing,  woukl  meet  frequently  and  would 
advise  DHHS  and  Congress.  It  could  be  coordinated 
with  the  current  Advisory  Committee — for  exan^le, 
by  having  representatives  from  the  Advisory  Com- 
mittee serve  aa  part  of  the  short-term  task  force.  TLe 
tuk  force  could  be  staffed  by  an  augmented  C*HP 
to  eliminate  duplication  of  effort. 

The  iimMdiaic  objectives  of  the  task  force  could 
include: 

1.  assisting  DHHS  in  the  development  of  criteria 
for  identifying  eiiential  facilities  (aee  option 

1); 

2.  devekiping  guidelines  under  which  projects 
may  dononstrate  the  feasibility  of  aUemative 
&cility  and  service  delivery  models  and  (if 
necessary)  obtain  waivers  from  Medicare  and 
Medicaid  certification  requiiemeots; 
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3.  expanding  and  cooidinatmg  discussion  on 
potential  methods  of  payment  to  these  facili- 
ties (e.g.,  prospective  payment  groups,  inte- 
grated payment  for  physician  and  hospital 
services);  and 

4.  providing  directions  for  research  and  dem- 
onstration efforts  supporting  the  development 
of  model  service  delivery  networks  in  rural 
areas  (see  optioc  6). 

lb  ensure  that  the  rtconuncDdations  of  the  task 
force  could  be  implemented,  DHHS  would  need  to 
maintain  or  develop  complcrocntaiy  expertise.  For 
example,  DHHS  staff  might  need  to  be  able  to: 

•  compile,  analyze,  and  make  available  information 
on  existing  efforts  to  develop  model  service 
smictures  asd  networks; 

•  help  States  and  local  conununities  to  identify 
regional  needs  and  determine  standards  for 
acceptable  access  to  comprehensive  services; 
and 

•  participate  in  the  development  of  both  new 
projects  to  deirx>nstTate  innovative  service  and 
facility  categories  in  rural  areas  (e.g.,  subacute 
care  facilities)  and  networks  involving  such 
providers. 

Addressing  Information  Needs 

Option  5:  Expand  basic  research  on  access  to 
health  care  in  rural  areas. 

Specific  topics  that  DHHS  could  be  encouraged  or 
mandated  to  study  include: 

•  Nationwide  migration  patterns  of  rural  resi- 
dents for  health  services  outside  their  local 
communities,  why  they  occur,  and  their  impact 
on  the  economic  viability  of  local  health 
services  (particularly  obstetrics  services). 

•  How  travel  distances  and  transportation  limita- 
tions affect  access  to  bo^ital  care  in  rural 
areas. 

•  The  costs  to  rural  hospitals,  under  different 
conditions,  of  restructuring  their  organization 
and  services  in  various  ways  (e.g.,  capital, 
operating,  and  regulatory  costs  of  downsizing 
hospitals  to  alternative  delivery  models). 

•  The  availability,  accessibility,  and  general  op- 
crating  characteristics  of  rural  CVMHCs,  partic- 
ularly those  in  persistent  poverty  and  frontier 
regions;  special  problems  these  centers  face; 


whether  these  centers  are  able  to  provide  a 
stifficiect  scope  of  care,  particularly  obstetrics 
care;  and  how  critical  thiey  are  as  a  source  of 
primary  care. 

Option  6:  Expand  funding  to  the  OfTicc  of  Rural 
Health  Policy  to  administer  an  extended  clear* 
inghousc  of  information  on  innovations  and 
successes  in  rural  health  delivery. 

Many  States  and  communities  would  like  to 
investigate  and  implement  improved  forms  of  health 
service  delivery  but  do  not  have,  aod  are  unable  to 
purchase,  the  necessary  knowledge  and  expertise. 
The  Federal  Govemmem  has  a  unique  capability  to 
act  as  a  central  point  for  information  collection  and 
dissemination,  la  addition,  the  Federal  Government 
has  an  interest  in  providing  assistance  relating  to 
State  and  local  in^lementation  of  current  programs 
in  order  to  enhance  the  effective  use  of  Federal 
j^ds. 

ORHP's  cuirem  efforts  to  develop  an  information 
clearinghouse  could  receive  supplemental  support  to: 

•  contract  researchers  to  develop  extensive  case 
studies  of  various  rural  service  delivexy  innova- 
tions; 

•  work  closely  with  private  groups  funding 
iimovative  rural  health  delivery  demonstration 
projects  to  document  and  disseminate  informa- 
tion on  project  activities  and  fmdings;  and 

•  routinely  analyze  information  collected  on 
innovative  strategies,  identify  those  that  appear 
to  have  the  broadest  benefit  and  transferability, 
and  identify  factors  that  will  affect  thtir  appli- 
cations in  other  areas. 

RURAL  HEALTH  PERSONNEL: 

ISSUES  AND  OPTIONS 

Issues 

Availability  of  Personnel* 

Physicians — Physicians  have  historically  been 
the  cornerstone  of  the  health  care  system,  and 
physician  supply  has  been  increasing  for  many  years 
in  both  rural  and  urban  areas  (uble  2)  (33).  Despite 
the  overall  increase,  however,  rural  areas  have  fewer 
than  one-half  as  many  physicians  providing  patient 
care  as  urban  areas  (91  v.  2  \6  per  1(X).0(X)  residents 
in  1985)  (uble  2)  (33).  In  the  least  populated 
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Tibto  2— Ptiy9lcl«n-t&4>opulatIon  Ratios  (MDs  only) 
by  County  Typ*  and  Population.  1979  and  1988* 
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*  hQ}  d*t*  for  1988  sr*  m  of  J«n.    I       Prioc  to  1988, 

dAtft  *r«  *s  of  Dac.  31. 
^  1907  population  «stim«t«i  were  ui»<t  to  CAleulat* 
1988  MS  ratios.     Prior  to  1906,   population  eiti- 
CMtaa  ux*d  M«r«  for  th*  s«w«  year       KD  data. 
SOURCE:     U.S.   Dapartnant  of  Health  and  Human  Sor- 
vicas,  Haalth  Reiourcas  and  Servicax  Ad.'ain- 
Ifttration,   Buraau  of  Haalth  Professions, 
Offlc*  of  Data  Analysis  and  Kanaftanant. 
Rockvilla,  HD,   unpublished  data  from  tha 
Ar«a  Rasourea  Tila  systam  providad  to  OTA 
in  1989  and  1990. 

counties  (those  with  fewer  than  10,000  residents), 
there  are  only  48  physicians  for  every  100,000 
people — about  one  physician  for  every  2,000  resi- 
dents. Over  100  U.S.  counties  have  no  practicing 
physicians  at  all  (i/). 

The  availability  of  primary  care  physicians  in 
rural  areas  is  of  particular  concern.  Primary  care 
physicians  make  up  well  over  one-half  of  all 
physicians  who  provide  patient  care  in  rural  areas 
(table  3),  but  these  areas  are  increasingly  competing 
with  urban  practices  (such  as  those  associated  with 
health  maintenance  organizations)  for  primary  care 
physicians.  Osteopathic  physicians  (DOs),  who 
constitute  about  9  percent  of  the  total  U.S.  physician 
population,  make  up  a  large  proportion  of  rural 
primary  care  physicians.  In  small  rural  counties  in 


TaMe  3— Availability  o(  Primary  Cara  Physicians  by 
County  Typa  and  Population,  1988* 
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SCURCE:     U.S.   Dapartmant  of  Haalth  and  Human  Sar- 
vicaa,   Haalth  Reiourcai  and  Scrvicas  Ad- 
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Rockvilla,   HD.   unpublished  data  from  tha 
Araa  Rasourea  Tila  Systam  providad  to  OTA 
in  1989  and  1990 . 

some  Sutes,  as  many  as  three-founhs  of  the 
physicians  are  DOs  (/2). 

AfidUvel Practitioners — Nurse  practitioners  (NPs 
physician  assi.stants  (PAs),  and  certified  nurse- 
mid  wives  (CNMs)  have  become  important  medical 
care  providers  in  rural  areas  and  arc  the  only  licensed 
providers  of  primary  health  care  in  some  areas  with 
no  physicians.  Their  small  numbers  are  increasing, 
although  there  appears  to  be  a  very  gradual  trend 
toward  specialization  and  urban  practice  even  for 
these  practitioners.  The  distribution  of  midlevel 
practitioners  varies  enormously  by  State;  these 
professionals  are  most  likely  to  be  found  in  States 
with  midlevel  practitioner  schools  and  in  States  that 
permit  more  independent  practice. 

Certified  registered  nurse  anesthetists  (CRNAs) 
are  another  midlevel  profession  that  is  especially 
important  to  small  rural  hospitals  that  wish  to 
provide  basic  surgical  services  but  cannot  support  or 
attract  physician  anesthetists.  The  national  supply  of 
CRNAs,  however,  appears  to  be  in  decline. 
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Nuntf — Rural  hospitals  have  markedly  fewer 
tegtsteted  nurses  (RNs)  And  lower  ratios  of  RNs  to 
lioeoced  practical/vocatiotud  nurses  than  do  their 
urban  counterparts  (52).  The  proportion  of  RNs  who 
work  in  rural  areas  has  decreased  in  recent  years,  and 
rural  areas  will  probably  continue  to  be  at  a 
disadvantage  when  competing  for  the  shrinking 
national  supply  of  nurses."  On  average,  nurses  in 
smaller  ruxid  counties  are  considerably  older  than 
other  nurses  and  are  less  likely  to  have  baccalaureate 
nursing  degrees,  making  upgrading  to  midlevel 
degrees  (e.g.,  NP)  more  di^icult. 

Dentists — As  with  physicians,  the  number  of 
dentists  and  the  proportion  of  dentists  entering 
specialty  practice  have  increased  considerably  over 
(be  past  two  decades.  However,  nual  areas  have 
considerably  fewer  dentists  per  capita  than  urban 
areas,  and  projected  future  shortages  of  dentists  are 
likely  to  worsen  the  situation  {33  J4),  Despite  the 
large  number  of  dentists  in  general  at  the  present 
time,  there  remains  a  smaM  but  constant  demand  for 
dentists  in  areas  with  chronic  or  occasional  difficulty 
recruiting  these  practitioners. 

Pharmacists — ^There  has  been  no  national  census 
of  pharmacists  since  the  1970s,  and  the  number  of 
pharmacists  practicing  in  riiral  areas  is  unknown. 
The  national  supply  of  pharmacists  is  projcctexJ  to 
increase  {33).  A  htindfiil  of  Sute  studies  suggest  that 
urban/rural  differences  in  distribution  are  less  severe 
for  pharmacists  than  for  many  other  health  profes- 
sionals, but  little  is  known  about  the  existence  of 
local  areas  of  shortage. 

Optometrists — Optometrists  may  be  important 
providers  of  vision  care  in  rural  areas  without 
ophthalmologists.  One-third  of  all  optometrists  (and 
<me-fifth  of  (^hthalmologists)  were  practicing  in 
communities  of  25,000  or  fewer  residents  in  1983 
(5).  As  with  pharmacists,  the  national  supply  of 
optometrists  is  irureasing  (Ji),  although  seme  local 
shortages  may  exist. 

Allied  Healih  Professionals-^Tht  allied  health 
professions  include  a  wide  variety  of  laboratory 
personnel,  therapists,  technologists,  emergency  per- 
sormel,  dental  hygienists,  and  other  professionals.  A 
study  by  the  Institute  of  MediciiK,  which  examined 
10  different  allied  health  professions,  predicted 
serious  impending  shortages  in  the  national  suppl* 
of  physical  and  occupational  therapists,  radiolc^c 
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technologists,  and  medical  records  specialists  (iO). 
The  available  anecdotal  evidence  and  small-area 
studies  suggest  that  some  rural  facilities  are  already 
suffering  critical  shortages  of  physical  and  occupa- 
tional therapists  and  some  radiologic  and  laboratory 
personnel. 

Barriers  to  Rural  Practice 

Barriers  to  the  availability  and  willingness  of 
health  professionals  to  locate  in  r\iral  areas  intervene 
at  two  levels.  First,  because  rural  areas  often  have 
populations  too  sparse  or  dispersed  to  support  many 
subspecialty  physicians,  an  inadequaie  supply  of 
primary  care  physicians  and  midlevel  practitioners 
is  a  barrier  to  the  availability  of  health  care  services 
in  rural  areas  even  if  there  is  an  oversupply  of 
physicians  overall.  Although  the  supply  of  physi- 
cians has  grown  dramatically  in  the  past  two 
decades,  most  of  the  increase  has  been  among 
nonprimary  care  specialists.  The  backbone  of  the 
rural  health  care  system,  however,  is  primary  care 
physicians — those  who  can  {.Tcvide  a  wide  array  of 
basic  health  services  to  smk.^*  i^ioimunities  that 
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cannot  support  a  full  complement  of  specialists. 
Recent  Federal  policies  have  addressed  this  barrier 
by  redesigning  Medicare  payment  to  enhance  pay- 
ment for  many  primary  care  services.  Further 
Federal  options  discussed  below  include  supporting 
primary  care  physician  and  midlevel  education 
directly  or  throu^  changes  in  Medicare  reimburse- 
ment for  direct  medical  education. 

Second,  within  a  given  group  of  professionals 
(e.g.,  primary  care  physicians),  personal  concerns, 
perceived  lower  financial  rewards,  professional 
isolation,  and  lack  of  preparation  for  rural  practice 
prevent  many  practitioners  from  locating  and  stay- 
ing in  rural  areas.  Strategies  to  address  these 
barriers  end  concerns  dirough  rural-oriented  training 
programs  and  direct  financial  incentives  for  rural 
practice  have  had  some  success  in  the  past.  Federal 
measures  to  address  disincentives  to  rural  practice 
have  been  in  place  for  two  decades,  but  during  the 
1980$  their  funding  declined.  Options  for  reinstating 
Federal  intervestkns  inchide  targeting  funding  to 
rural-oriented  health  professions  programs  and  of> 
fering  direct  incentives  to  health  professionals 
through  scfaolanhipt,  educational  loan  repayment, 
and  special  payment  or  practice  provisions  that 
apply  to  health  professionals  in  underserved  rural 
areas.  The  Federal  Government  could  also  choose  to 
enhance  other  reMurces  available  to  rural  practition- 
ers (e.g.,  t*^hp"^^  assistance,  continuing  education. 


loog-distance  consultation  resources).  Combinations 
of  strategies,  rather  than  any  single  strategy,  are 
likely  to  be  the  most  effective  in  improving  the 
availability  of  health  professionals  in  rural  areas. 

Options  for  Congressional  Action 

Influencing  the  Supply  of 
Primary  Care  Physicians 

Option  8:  Reorient  or  augment  existing  Federal 
funding  for  graduate  medical  education  to 
direct  resources  to  \rimary  care  specialties 
(family  practice,  gci  eral  internal  medicine, 
general  pediatrics,  and  obstetrics/gynccology). 

Option  8A:  Expand  Federal  grant  funding  for 
primary  care  undergraduate  and  graduate  medi- 
cal education. 

The  Federal  Government  provides  grants  to  fam- 
ily (mctice,  general  internal  medicine,  and  general 
pediatric  residency  programs,  but  these  grants  de- 
clined substantially  between  1980  and  1988.  Grants 
for  the  development,  improvement,  and  mainte- 
nance of  undergraduate  departments  of  family  medi- 
cine have  also  decreased  in  rcccni  years.  T^geted 
funding  for  primary  care  education  is  one  strategy 
for  overcoming  some  of  the  disincentives  for  spe- 
cialty training  in  primary  care. 

Option  8B:  Weight  Medicare  reimbursement  for 
direct  medical  education  costs  to  give  preference 
to  primary  care  specialties. 

Medicare  reimbursement  to  hospitals  for  direct 
graduate  medical  education  expenses  does  not 
distinguish  among  specialties.  By  altering  the  pay- 
ment formula  to  give  greater  weight,  and  thus 
provide  greater  resources,  to  specified  primary  care 
specialties,  it  may  be  possible  to  alter  the  mix  of 
physician  specialists  without  further  increasing  the 
toul  number  of  physicians.  A  difficulty  in  imple- 
menting this  option  would  be  that  of  developing  an 
adequate  rationale  for  the  specific  weights  to  be 
assigned  to  each  specialty.  An  advantage,  compared 
with  option  8A,  is  that  it  could  be  adopted  without 
increasing  overall  kvels  of  funding. 

Enhancing  Training  and  Preparation 
of  Rural  Health  Personnel 

Option  9:  Within  Federal  grant  programs  for 
primary  care  medical  education,  target  fund- 
ing to  rural-oriented  programs. 
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Option  9A:  Target  a  fixed  percentage  of  grant  fitnds 
for  graduate  medical  education  specifically  to 
programs  that  emphasize  preparation  for  prac- 
tice in  rural  and  underserved  areas. 

lb  be  eligible  for  gnnts,  programs  coukl  be 
required  to  cncounge  lunJ/uiKlerscrved  practice  by 
incorporating  into  their  corricuU  activities  such  as 
requiring  rotations  for  residents  in  rural  practice 
settings  and  providing  enhanced  training  in  niental 
health.  Alternatively,  eligibility  for  residency  pro- 
gram grants  could  be  made  contingent  on  outcome — 
e.g..  the  demonstration  that  a  requisite  proportion  of 
graduates  were  practicing  in  rural  or  undeserved 
areas  a  year  after  graduation. 

Option  9B:  Target  a  percentage  of  grant  funds  for 
undergraduate  medical  education  specifically  to 
programs  that  emphasize  preparation  for  pri- 
mary care  practice  and  for  practice  in  rural  and 
underserved  areas. 

Students  entering  undergtaduate  medical  edu- 
cation with  an  interest  in  primary  care  often  switch 
to  sL'bspecialty  preferences  by  graduation.  Under- 
graduate e^^posure  to  primary  care  practice  in  rural 
settings  has  been  shown  to  positively  influence  the 
chois'^e  for  rural  primary  care  practice.  Federal  grant 
funds  ^or  undergraduate  medical  education  could  be 
targeted  to  programs  providing  such  opportunities. 
Funding  ^uld  also  be  targeted  to  schools  serving 
areas  of  greatest  need  (e.g.,  allopathic  and  osteo- 
pathic rjedical  schools  in  regions  of  low  primary 
care  p'jysician  supply),  and  funded  programs  could 
be  tr^gets  for  National  Health  Service  Corps  scholar- 
ship awards. 

Option  10:  Expand  funding  to  training  programs 
for  midlevel  professionals^  giving  preference  to 
programsthat  emphasize  preparation  for  rural 
practice* 

Midlevel  professionals  aie  vital  conq>onents  of 
the  rural  health  care  system,  but  they  are  relatively 
few  in  number.  iHotbamore,  the  rise  of  HMOs  and 
the  expansion  of  other  urban  oppoctxmities  for 
midlevel  professionals  makes  it  more  difficult  for 
rural  areas  to  lecniit  tod  retain  these  providers. 
Compared  with  funding  for  physician  education^ 
funding  for  midlevel  training  programs  and  continu- 
ing education  u  very  limited.  In  1988,  only  11 
rural-focused  NP  programs  and  1  rural-focused 
CNM  program  were  funded.  Thiity-eight  PA  train- 
ing programs  are  currently  supported,  many  of 
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which  are  required  to  devek^  and  use  methods 
designed  to  encourage  graduates  to  work  in  health 
personnel  shortage  areas. 

Curreiu  grant  programs  to  health  pcofessioos 
schools  tiiat  train  midlevel  providers  could  be 
cxpsn6cd  and  directed  towards  those  programs  that 
incorporate  rural-oriented  curricula,  or  that  derooo- 
strate  success  in  placing  graduates  in  rural  and 
underserved  areas. 

Option  11:  Provide  grants  and  trainecships  to 
niral-orientcd  multiple  competency  training 
programs  for  allied  health  professionals. 

The  availability  of  trained  allied  health  personxkel, 
and  particularly  of  personnel  who  can  perform  more 
than  one  function,  is  becoming  iucreasingly  impor- 
tant to  the  survival  of  small  rural  hospitals.  The 
snudl  grant  program  currently  authorized  to  fund 
multidisciplinary  training  programs  does  not  explic- 
itly include  cross-training  of  allied  health  personneL 

Tb  enhance  the  effectiveness  of  a  cross-training 
pFognun,  continuation  of  funding  could  be  contin- 
gent on  an  outcome  requirement— e.g.,  training 
programs  could  be  required  to  demonstrate  that  a 
substantial  proportion  of  graduates  were  practicing 
in  rural  areas.  The  availability  of  traiiteeships  mi^t 
also  enhance  the  effectiveness  of  a  general  program, 
by  providing  students  from  rural  and  underserved 
areas  the  fixumdal  incentive  and  capability  to  enroll 
in  such  a  program. 

Option  12:  Expand  funding  for  rural  Area 
Health  Education  Centers,  with  special  em- 
phasis on  training  and  continuing  education  of 
nonphysician  health  professionals. 

The  original  AHEC  concept  was  to  develop 
mul  tidiscq)Iinary  educational  experiences.  Although 
AHECs  have  become  increasingly  involved  in  such 
activities  in  recent  years,  ^st  of  then-  resources 
have  been  spent  on  piiysician  education.  AHECs  are 
a  model  for  encouraging  State  and  local  partic^ 
tion  in  activities  addressing  the  geographic  maldis- 
tribution of  health  professionals.  The  piogiam  ii 
designed  to  create  lasting  networks  that  would 
eventually  be  supported  entirely  through  State  and 
local  funds,  lb  extend  the  usefdness  of  the  AHEC 
model  and  encourage  more  comprehensive  service 
delivery  systems,  future  AHEC  startup  grants  could 
be  directed  to  programs  that  emphasize  the  tnuning 
and  continuing  education  of  midlevel  providen, 
mental  health  providers,  and  other  nonphysician 
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health  profestiooals.  AHEC  '*^>ecial  initiative" 
funds  could  be  targeted  to  existing  AHECs  for  the 
same  purposes.  The  authority  for  AHECs  could  be 
expanded  to  enable  nursing  schools  to  receive 
AHEC  funds  directly. 

Offering  Direct  Incentives  for  Rural  Practice 

Option  13:  Expand  the  National  Health  Service 
Corps  (TfflSC)  by  increasing  funding  for  both 
theSUte  and  Federal  components  of  the  NHSC 
Loan  Repayment  Program  and  by  reinstating 
a  targeted  Scholarship  Program. 

In  1988,  29  percent  of  all  rural  residents  were 
living  in  fedendly  designated  HMSAs  (57).  This 
mmiyex  has  not  changed  appreciably  during  die  past 
5  years,  indicating  a  need  for  ensuring  the  availabil- 
ity of  health  professionals  who  have  at  least  a 
short-term  commitment  to  serving  in  these  areas. 
Federal  investnoent  in  the  NHSC  declined  dramati- 
cally in  the  1980s  and  is  now  embodied  primarily  in 
Federal-  and  State-administered  loan  repayment 
programs.  The  Federal  Loan  Repayment  Program 
was  funded  at  $3.9  million  in  1989  and  that  year 
recruited  1 12  professionals,  mostly  physicians.  At 
present,  there  are  only  seven  State  NHSC  Loan 
Repayment  programs. 

The  Loan  Repayment  program  provides  an  incen- 
tive to  recently  graduated  practitioners  that  is 
particularly  appropriate  for  recruiting  physicians 
and  dentists,  for  three  reasons.  First,  it  does  not 
require  any  commitnaents  until  the  practitioner  has 
finished  his  or  her  education,  leading  to  less 
lilcelihood  of  default  Second,  rec^ents  are  availa- 
ble almost  immediately.  Third,  the  level  of  indebted- 
ikess  among  medical  and  dental  students  has  in- 
creased dramatically  in  recent  years,  and  the  pool  of 
interested  applicants  to  an  expanded  loan  repayment 
program  ii  lilcely  to  be  large. 

The  State  and  Fedeivl  components  of  the  loan 
repayment  piogiam  have  complementary  advantages. 
The  State  program  efforts  are  more  localized  than 
Federal  efforts,  and  they  attract  providers  who  are 
willing  to  serve  but  want  the  assurance  that  they  can 
cany  out  their  service  obligation  within  their  State 
of  residence.  In  addition,  the  program  requirement 
that  States  match  Federal  funds  encourages  greater 
Stale  participation  in  health  personnel  distribution 
activities. 


Maintaining  the  Federal  program  would  ensure 
that  some  obligated  providers  were  available  to 
serve  in  underserved  areas  in  States  without  their 
own  loan  programs,  and  it  would  attract  providers 
interested  in  new  locations. 

Available  data  indicate  that  the  original  NHSC 
Scholarship  Program,  while  e?^}ensive,  was  highly 
successful  ?t  placing  providers  in  shortage  areas.  A 
renewed  scholarship  program  would  be  especially 
appropriate  for  midlevel  providers.  Their  relatively 
low  educational  costs  (compared  with  those  for 
physicians)  lead  to  correspondingly  lower  educa- 
tional indebtedness,  making  loan  repayment  a  rela- 
tively weaker  policy  tool,  while  maiking  a  scholar- 
ship program  less  expensive  for  the  Federal  Govern- 
ment Scholarships  for  other  health  professions 
students  coukJ  be  targeted  to  those  &om  low- 
income,  minority,  or  rural  backgrounds.  These 
students  are  somewhat  more  likely  than  others  to 
practice  in  underserved  areas  after  graduation,  and 
they  are  less  likely  to  be  able  to  afford  the  economic 
burden  of  a  health  profession  education. 

Other  measures  could  also  be  taken  within  both 
the  Loan  and  Scholarship  programs  to  enhance  the 
debilities  of  obligated  professionals  and  to  in- 
crease the  likelihood  that  they  would  remain  after 
their  obligation  expires.  For  example: 

•  Preference  could  be  given  to  students  who  have 
enrolled  in  a  program  with  arural,  priinary-care- 
oriented  curriculum. 

•  Participants  could  be  permitted  to  serve  their 
obligations  at  a  single  site  regardless  of  any 
change  in  the  area*s  designation  status  during 
their  period  of  obligation. 

•  The  NHSC  could  actively  coordinate  with  other 
programs  (e.g.,  the  AHEC  program)  to  ensure 
siq}port  for  scholarship  recipients  during  their 
education  and  periods  of  obligation.  Support 
might  include  such  features  as  rural  preceptor- 
!ihq)s,  practice  management  training,  technical 
assistance,  and  continuing  education. 

A  renewed  NHSC  would  be  a  major  investment. 
If  this  option  were  implemented,  the  program  would 
warrant  accompanying  oversight  (e.g.,  by  the  Cen- 
tral Accounting  OfiSce)  in  its  first  years  to  ensure 
tha:  funds  were  «^)propriately  and  efficiently  admin- 
istered. 
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Option  14:  Encourage  or  require  States  to  offer 
bonuses  under  Medicaid  to  physicians  provid* 
ing  services  in  designated  HMSAs,  paralleling 
the  current  policy  under  Medicare. 

This  optica  would  extend  the  benefits  of  in- 
aeased  access  to  Medicaid  as  well  as  Medicare 
beneficiaries.  It  would  also  increase  incentives  for 
physicians  less  likely  to  provide  services  to  Medi- 
care beneficiaries  (e.g.»  pedifttricians,  obstetrician/ 
gynecologists).  Medicaid  bonuses  might  be  espe- 
cially appropriate  for  physicians  providing  obstetric 
services  in  areas  with  shonages  of  obstetricians. 

Option  15:  OfTer  tax  incentives  to  health  provid- 
ers in  specified  rural  and  underserved  areas. 

E>iiect  and  time-limited  tax  incentives  for  primary 
care  providers  (physicians  and  midlevel  profession- 
als) serving  underserved  populations  might  over- 
come perceived  or  real  financial  disincentives  to 
locating  and  practicing  in  rural  areas.  Tax  incentives 
could  be  offered  to  providers  in  all  rural  areas,  but 
this  policy  could  be  expensive  without  improving 
availability  in  the  areas  of  greatest  need.  If  these 
incentives  are  linked  to  federally  designated  short- 
age or  underserved  areas,  however,  their  continua- 
tion should  not  be  dependent  on  the  continued  status 
of  the  designation  (i.e.,  if  the  area  is  "dcdcsignatcd' ' 
during  the  term  of  the  incentive,  the  incentive  should 
not  be  removed). 

Option  16:  Allow  a  **grace  period*'  before  de- 
designating  HMSA  areas,  populations,  and 
facilities. 

For  H>^SAs  with  small  populations,  the  addition 
of  a  single  physician  (or  the  retention  of  an  NHSC 
physician  past  his  or  her  period  of  obligated  service) 
can  mean  the  loss  of  designated  status.  The  sudden 
loss  of  resources  dependent  on  continued  designa- 
tion (e.g..  Medicare  [^ysician  bonus  payments, 
placement  of  NHSC  personnel,  and  qualification  as 
a  Rural  Health  Clinic  under  Medicare  rules)  may 
produce  unintentional  negative  consequences. 

A  "grace  period"  could  encourage  existing 
providers  to  stay  while  permitting  the  Federal 
Government  to  direct  new  available  personnel  to 
more  needy  areas.  For  exan^le,  if  the  addition  of  a 
provider  in  a  designated  HMSA  raises  the  provider- 
to-population  ratio  above  the  allowable  limit  and  the 
HMSA  is  targeted  for  dedesignati(xi  during  periodic 
review,  that  HMSA  could  be  placed  on  a  provisional 
list  that  received  close  monitoring.  HMSAs  on  the 


list  might  receive  no  new  resources  but  could 
continue  existing  resources  linked  to  designation.  If 
at  the  end  of  the  2-year  period  the  ratio  was  still 
above  the  allowable  limit,  that  HMSA  could  be 
dedesignated.  Such  a  policy  could  be  limited  to 
primary  care  HMSAs  or  applied  to  all  types  of 
HMSAs. 

Option  17:  Authorize  and  Implement  a  State 
rural  health  personnel  grant 

A  drawback  to  all  rural  health  personnel  programs 
operated  fpom  the  Federal  level  is  the  inability  to 
adapt  strategies  to  local  concerns  and  conditions.  A 
State  with  a  school  to  train  physician  assistants,  for 
example,  may  most  effectively  address  health  per- 
sonnel shortage  problems  by  enhancing  this  school's 
curricula  and  providing  scholarships  to  its  smdents. 
In  another  State,  absolute  health  pcrsoimel  shortages 
might  be  less  a  problem  than  the  provision  of 
specific  services,  such  as  obstetrics;  such  a  State 
might  find  that  paying  malpractice  premiums  for 
rural  obstetrics  providers  was  a  more  effective 
strategy  than  direct  recruitment  of  more  physicians 
to  rural  areas.  A  broadly  defined  grant  to  States 
would  transfer  responsibility  to  the  individual  Stales 
to  decide  how  they  choose  to  allocate  the  funds 
among  health  professions  programs  aivl  direct  in- 
centive programs  to  enhance  the  sui^ly  of  health 
professionals  in  rural  areas.  Such  a  grant  could  either 
augment  existing  Federal  programs  or  replace  some 
of  them. 

Under  a  rural  health  personnel  grant  program. 
States  could  be  allocated  grant  fimds  based  on  a 
fomiula  developed  by  DHHS  (e.g.,  percentage  of 
population  that  is  rural;  number  of  rural  residents 
living  in  underserved  or  personnel  shortage  sjeas). 
Within  the  grant.  States  could  spend  fiinds  on  any  of 
a  list  of  relevant  specified  activities  s'jch  as: 

•  grants  to  State  health  professions  schools  with 
rural-oriented  curricula; 

•  Medicaid  payment  incentives  for  services  pro- 
vided in  underserved  areas; 

•  Medicaid  bonus  payments  for  * 'dispropor- 
tionate share"  providers  (those  vdth  unusually 
high  caseloads  of  Medicaid  and  uninsured 
patients); 

•  scholar^p  and  loan  programs; 

•  other  recruitment  mechanisms  (e.g.,  placement 
services,  State  tax  incentives); 

•  purchase  of  malpractice  insurance  premiums 
for  rural  obstetrics  providers  (obstetricians, 
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family  pnctitioQers,  CNMs,  NPs); 

•  innovative  continuing  educatioo  prognms  for 
lunl  professiofuJs;  and 

•  developcnem  of  appcopciaie  curricula  and  es- 
tablisbxnent  of  conununity  training  programs 
(e.g.,  in  local  hospitals  and  conununity  col- 
leges) for  rural  residents  interested  in  one  of  the 
allied  health  professions,  and  for  current  allied 
health  personoel  wishing  to  extend  their  ac- 
creditatioo  to  more  than  one  area. 

The  expertise  among  State  governments  regarding 
the  administration  of  niral  health  programs  varies 
considerably.  Some  States  are  capable  of  designing 
and  administering  a  detailed  array  of  incentive  and 
grant  programs,  v^iik  others  have  much  more 
limited  capability  at  present.  As  a  prerequisite  to 
receiving  j^mds  under  such  a  grant.  States  could  be 
required  to  provide  a  plan  outlining  the  activities  to 
be  funded  and  indicating  that  the  State  has  an 
adequate  administrative  capability  (e.g.,  an  Office  of 
Rural  Health  or  analogous  body)  to  carry  out  the 
funding  activities.  In  addition,  States  could  be 
required  to  provide  the  Federal  Government  with 
basic  informatioa  on  the  programs  actually  funded 
over  the  preceding  year  as  a  prerequisite  for  renew- 
ing thr  grant  This  iofomution  would  not  only 
enable  some  oversight  of  expenditures  but  would 
provide  the  basis  for  the  Federal  Government  to 
assist  in  information  transfer  among  States  regard- 
ing innovative  programs. 

Removing  Barriers  to  Midlevel  Practice 

Option  18:  Require  States  to  reimburse  under 
Medicaid  for  the  services  of  NPs  and  PAs  in 
rural  areas,  as  long  as  these  services  are 
permitted  by  State  practice  acts. 

Current  Federal  policy  requires  States  to  reim- 
burse under  Medicaid  for  services  provided  by 
pediatric  and  family  NPs  (Public  Law  101-269).  It 
also  allows  Stales  to  exercise  the  option  of  reimburs- 
ing for  other  NP  and  PA  services,  and  nearly 
one-half  of  all  States  now  do  so  to  some  degree.  The 
Federal  policy  requiring  States  to  provide  Medicaid 
reimbursement  for  C!NM  services  provides  a  prece- 
dent for  a  more  geocral  policy.  As  with  CNMs, 
Federal  policy  could  prevent  State  Medicaid  pro* 
granos  from  requiring  the  direct  personal  supervision 
of  a  physician  during  the  delivery  of  NP  and  PA 
services.  Restricting  the  requirement  to  rural  areas 
might  provide  an  additional  incentive  for  NPs  and 
PAs  to  locate  in  these  areas,  while  a  broader  policy 


mi^  encourage  their  expanded  use  in  urban  as  well 
at  rural  settings. 

This  option  carries  weight  only  where  State  laws 
permit  midlevel  practitioners  to  operate  under  off- 
site  s^xrvisioo.  The  Federal  Government  has  tradi- 
tionaliy  not  dictated  the  scope  of  practice  that  States 
permit  of  their  licensed  health  professionals.  (Option 
19  addresses  a  potential  Federal  role  in  the  reexami- 
nation of  State  licensure  restrictions.) 

Option  19.  Encourage  DHHS  to  sponsor  a  confer- 
ence to  discuss  models  and  guidelines  for  State 
nurse  and  medical  practice  act  revision  that 
would  enhance  the  capabilities  of  midlevel 
practitioners  to  provide  primary  health  care  in 
rural  and  underserved  areas. 

Midlevel  practitioners  can  provide  a  limited 
number  of  basic  bealtib  services  in  areas  not  ade- 
quately served  by  physicians.  Their  ability  to  do  so, 
however,  is  legally  restricted  in  many  States,  paxtic- 
ularly  for  PAs.  A  conference,  sponsored  by  DHHS, 
would  give  representatives  firom  different  parts  of 
the  government  and  health  care  an  opportunity  to 
reevaluate  the  suitability  of  existing  limits  to  midlevel 
practice.  Participants  might  include  experts  firom  the 
medical,  PA,  and  advanced  nursing  professions, 
representatives  firom  State  and  Federal  agencies,  and 
representatives  firom  other  sectors  of  the  health  care 
industry.  Guidelines  developed  by  such  a  panel 
could  help  States  evaluate  and  implement  a^)propri- 
ate  changes  to  their  own  regulations. 

Improving  the  Information  Base 

Option  20:  Improve  monitoring  of  the  Medicare 
Physician  Bonus  Payment  Program  to  And  out 
how  well  it  works. 

The  Medicare  physician  bonus  program  was 
recenUy  expanded  to  provide  a  10-percent  bonus  for 
aU  physician  services  in  aU  primary  care  HMSAs,  in 
order  to  increase  access  to  services  for  Medicare 
beneficiaries.  It  is  not  cleai  whether  a  lO-perccot 
bonus  on  Medicare  payment  is  sufHcient  to  attract 
physicians  to  areas  where  they  would  otherwise  no*, 
choose  to  locate,  or  whether  it  improves  the  retention 
of  providers  already  in  these  areas.  The  Medicare 
caseload  varies  greatly  firom  physician  to  physician, 
and  the  strength  of  the  bonus  incentive  probably 
varies  accordingly,  lb  improve  DHHS's  ability  to 
evaluate  the  program,  carriers  could  be  required  to 
submit  to  the  Healdi  Care  Financing  Administration 
Hafjt  regarding  the  number  of  physicians  receiving 
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bonus  payments  and  the  distribation  of  services  for 
which  bonas  |>ayxQents  are  made. 

Option  21:  Establish  a  program,  through  the 
Bureau  of  Health  Professions,  to  provide  small 
grants  and  technical  assistance  to  Sutes  and 
professional  associations  to  establish  and  im- 
plement uniform  data  collection  procedures 
among  the  health  professions. 

Better  data  on  the  supply  and  distribution  of 
health  professionalii  would  inwove  the  Federal 
Government's  ability  to  nionitor  trends  in  the 
availability  of  these  personnel  in  rural  areas.  Most 
professional  associations  coUect  data  on  the  mem- 
bers  of  their  profession,  but  these  efforts  are 
sometimes  very  limited,  and  the  data  are  not 
compatible.  States  likewise  coUect  data  on  licensed 
health  professionals,  and  they  may  include  some 
professionals  not  represented  in  professional  associ- 
ation databases,  lb  enhance  these  efforts  with  a 
minimum  amount  of  Federal  resources,  the  Bureau 
of  Health  Professions  in  the  Health  Resources  and 
Services  Administration  could  establish  criteria  for 
unifomi  data  collection.  The  Bureau  could  then 
provide  States  and  associations  with  technical  assis- 
tance on  survey  sample  selection  methods  or  on 
census  collection  methods,  make  available  startup 
funds,  and  offer  other  appropriate  assistance  (e.g., 
for  hardware,  software,  and  other  resources). 

TWO  SPECIFIC  SERVICES 

Issues  and  Options  in  Maternal  and 
Infant  Care^* 

Fetal,  infant»  and  noatemal  mortality  arc  all 
disproportionatdy  high  in  rural  areas  (27^5).^^ 
These  indicators  of  relatively  poor  rural  maternal 
and  infanrhrahhpcnistdespitcprivateandgovcrament' 
funded  programs  &at  have  successfully  reduced 
infant  mortality  in  targeted  areas.  Two  potential 
contributors  to  the  relatively  poorer  health  cf  rural 
mothers  and  irfams  are  the  limited  availability  of 
obstetric  providers  and  access  to  specialized  care 
for  women  with  difficult  pregnancies  and  deliveries. 

The  availability  of  rural  obstetric  providers  has 
declined  sharply  in  recent  years,  and  over  500,000 
residents  of  rural  counties — many  of  them  in  the 


South — are  without  any  physicians  who  provide 
obstetric  care.  In  many  n- al  areas»  physicians 
trained  to  provide  obstetric  services  are  not  doing  so. 
Unwillingness  is  often  doe  to  concerns  about  inade> 
quale  sources  of  backup,  consultation,  and  referral 
that  are  shared  by  rural  physicians  in  iJl  specialties. 
In  addition,  however,  many  ^ysicians  are  limiting 
or  eliminating  their  obstetric  practices  as  a  direct 
consequence  of  the  high  cost  of  malpractice  insxir- 
ance  and  fears  of  lawsuits.  These  trends  are  particu- 
larly disturbing  in  rural  areas  because  alternative 
sources  of  obstetric  care  may  be  a  considerable 
distance  away. 

Where  there  arc  obstetric  providers,  tbey  are 
usually  general  and  family  pracddoners  rather  than 
obstetricians.  And  although  rural  hospitals  are  much 
more  likely  than  urban  hospitals  to  offer  obstetric 
care,  they  arc  much  less  likely  to  offer  specialized 
care.  Consequently,  rural  women  with  complicated 
or  high-risk  pregnancies  may  have  to  travel  consid- 
erable distances  to  receive  specialized  care.  Region- 
alized perinatal  care,  successfully  pronnoted  in  the 
past  by  Federal  programs,  can  enhance  access  to 
specialty  services  when  obstetric  or  neoiuital  emer- 
gencies arise,  but  regionalized  systems  of  care  have 
deteriorated  over  the  past  several  years. 

In  some  rural  areas,  women  who  are  able — 
particularly  those  with  higher  incomes  and  private 
insurance  coverage — are  bypassing  local  facilities 
to  deliver  in  distam  hospitals  offering  sophisticated 
services.  One  result  may  be  to  leave  local  physicians 
and  hospitals  with  an  increasingly  higher  proportion 
of  patients  who  cannot  pay  the  full  costs  of  their  care. 
Rural  physicians  under  these  circumstances  may 
find  it  particularly  difficult  to  afford  obstetric 
liability  insurance,  possibly  prompting  them  to 
reduce  their  obstetric  practices  and  further  in- 
creasing the  burden  on  remaining  obstetric  provid- 
ers. 

Federal  maternal  and  infant  health  programs  (e.g.. 
Medicaid,  the  Maternal  and  Child  Health  block 
grant,  and  C/MHC  Ainds)  are  especially  important  in 
rural  areas,  where  the  inability  to  pay  for  obstetric 
services  is  a  serious  problem.  In  1982,  rural  deliver- 
ies accounted  for  nearly  one-half  of  all  imcompen- 
sated  deliveries.  C/MHCs  are  particularly  important 


><S«e  «bo  optko  5  aad  penonl  optioos  fdienlly  ((^KkM  7  tbnwfb  22). 
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Many  njni  oowmmay  hMKh  otnUrs  cltract  a  Ivg* 
crot  mtHon  ct  oofnrnunty  rwldtntt  and  may  be  vftti 
•ouroM  ol  local  obatatte  oar*. 

souices  of  prenatal  care  for  many  rural  women, 
bccaose  tfaey  accept  all  Medicaid  patients  and 
provide  discounted  care  for  low-income  uninsured 
patients.  Bui  the  expense  of  malpractice  insurance 
has  reduced  the  ability  of  som^  federally  supported 
C/MHCs  to  provide  obstetric  care  (11).  Ensuring 
survival  of  eswaitial  rural  C/MHCs  (and  their  ability 
to  provide  obstetric  services)  is  as  inq>ottant  to 
matcnud  and  infant  health  as  ensuring  survival  of 
essential  raral  hofpitals. 

Option  22:  Extend  liability  coverage  under  Che 
Federal  Tort  Claims  Act  to  C/MHC  sUfT  and 
contract  providers  engaged  in  obstetric  care. 

The  Federal  Tbct  Claims  Act  currently  insures 
both  commissioned  officers  of  the  NHSC  and  NHSC 
sdx>Iarship  graduates  who  woric  as  civilian  employ- 
ees of  the  Public  Health  Service.  Many  C/MHC 
obstetric  providers  placed  through  the  NHSC,  how- 
ever, have  DO  federally  provided  insurance  coverage 
because  tfaey  are  paid  through  the  center.  Providing 
insurance  coverage  might  increase  the  willingness 
of  obstetric  providers  to  join  C/MHC  staffs,  to 
remain  at  these  locations,  and  to  continue  to  provide 
a  full  range  of  obstetric  services  to  C/MHC  patients. 

Option  23:  Enhance  the  information  base  for 
Federal  rural  maternal  and  infant  health 
policy. 

Option  23 A :  Investigate  in  more  depth  the  urban  and 
rural  differences  in  perinatal  health  status  indi' 
cators. 


Whether  excess  of  tural  fetal  deaths  is  real  or 
occurs  because  of  differential  repotting  in  rural  and 
urban  areas  is  unclear  and  deserves  further  inves  tiga- 
tioo.  The  underlying  cause  of  the  excess  mortality  in 
late  in£uicy  likewise  deserves  to  be  investigated. 
Clarification  of  perinatal  health  status  in  rural  areas 
would  be  useful  in  targeting  programs.  Programs  to 
in^xove  care  for  pregnant  women  might  cucb  excess 
fetal  deaths,  while  improved  pediatric  care  could 
potentially  reduce  high  mortality  rates  among  older 
infants.  Congress  could  direct  the  National  Center 
for  Health  Statistics  or  the  Agency  for  Health  Care 
Policy  and  Research  to  investigate  these  issues. 

Option  23B:  Develop  a  database  that  would  allow 
Federal  policymakers  to  target  resources  to 
States  and  to  their  rural  areas  with  perinatal 
health  problems. 

A  number  of  programs  have  shown  success  in 
in^roving  access  to  prenatal  care  in  the  past'^  The 
Federal  Government  could  build  on  their  success  by 
targeting  resources  for  such  programs  to  areas  with 
high-risk  populations,  high  perinatal  mortality,  and 
a  high  proporrioo  of  women  seeking  late  or  no 
prenatal  care.  Such  areas  could  be  identified  in  part 
with  information  available  on  vital  records  (e.g., 
birth  certificates).  The  National  Center  for  Health 
Statistics,  in  the  Centers  for  Disease  Control,  could 
undertake  this  activity. 

Option  24:  Enhance  the  DHHS  OfTlce  of  Mater- 
nal and  Child  Health's  (MCH's)  ability  to 
provide  useful  information  and  technical  sup- 
port to  rural  maternal  and  infant  care  efforts. 

Option  24 A:  Enable  and  encourage  MCH  to  support 
additional  demonstration  projects  in  rural  areas. 
Funded  projects  could  evaluate  the  feasibility  of 
innovative  approaches  to  improving  access  to 
periruxtal  services  in  rural  areas. 

Demoostratioa  projects  funded  through  MCH 
could  be  used,  for  example,  to  cocr^are  the  relative 
cost  and  effectiveness  of  bringing  providers  into 
isolated  rural  areas  with  providing  tran^X)[tation 
services  to  the  patients  themselves.  Anoong  the 
current  MCH-i  mded  rural  projects  is  an  evaluation 
of  the  uae  of  an  outreach  consultation  team  of 
perinatal  specialists  to  visit  rural  health  districts 


MCoofOMii  at  MCoenM  pfOfiMnt  uicl»de:  pvbUcty  nvponod  otatelric  prtmden,  nidlevcl  practitioiiera,  pcriutil  truMpoiutioa  syaUBix. 


133 


(57).  Demonstration  project  fimding  could  be  ex- 
panded to  include  more  model  projects  that: 

•  employ  noophysician  provides  as  rural  out- 
reach workers, 

•  promote  regional  approaches  to  solve  access 
problems, 

•  promote  linkages  of  available  perinatal  re- 
sources, and 

•  incorporate  home  visits  by  nurses  or  para- 
professionals. 

Projects  could  be  required  not  only  to  evaluate  the 
effectiveness  but  the  costs  of  these  models. 

Option  24B:  Provide  additional  funds  (or  earmark 
a  proportion  of future  funds)  to  better  allow  MCH 
to  offer  technical  assistance  on  request  to  States 
that  are  developing  regionalized  perinatal  care 
services  that  include  rural  areas. 

A  perinatal  care  network  is  an  essential  compo- 
nent of  a  functional  network  of  comprehensive 
health  care  services  to  rural  residents.  Resources 
from  various  Federal  sources  arc  available  to  help 
States  develop  regional  and  local  networks  and 
services.  Greater  availabili^  of  technical  assistance 
from  MCH  might  help  States  and  communities  use 
both  Federal  and  local  funds  most  effectively. 

Issues  and  Options  in  Mental  Health  Care^"^ 

The  prevalence  of  mental  disorders  in  rural 
Americans  is  similar  to  that  of  their  urban  counter- 
parts. Despite  the  similarity  in  noental  health  prob- 
lems, the  little  information  that  exists  suggests  that 
rural  areas  have  subsUntially  fewer  mental  health 
resources  than  urban  areas.  Furthermore,  where 
resources  exist,  they  are  likely  to  be  narrower  in 
scope. 

As  with  o\h^  health  facilities,  mental  health 
facilities  face  problems  in  serving  populations 
^ead  over  vast  distances.  In  addition,  they  are 
caught  between  competing  needs  for  services  for  the 
chronically  mentally  ill  and  services  for  acute  and 
less  serious  conditions.  Because  recent  Federal  and 
State  policies  have  tended  to  emphasize  the  former, 
the  ability  of  many  rural  mental  health  providers  to 
offer  services  such  as  suicide  prevention,  education, 
crisis  intervention,  support  groups,  and  individual 
counseling  for  less  severe  naental  health  problems 
has  waned.  FuTthem»)re,  other  sources  of  services 
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(e.g.,  from  nonprofit  foundations)  are  less  available 
to  fill  the  vacuum  in  rural  than  in  urban  areas. 

Rural  mental  health  professionals  face  problems 
similar  to  those  of  other  rtiral  health  professionals. 
Hiey  have  fewer  training  opportunities,  fewer  col- 
leagues with  whom  to  consult  and  to  discuss 
professional  issues,  and  more  diverse  dematids  on 
their  time  than  do  dteir  urban  counterparts.  Primary 
care  physicians  provide  much  of  the  mental  health 
care  in  both  urban  and  rural  areas,  but  they  receive 
relatively  little  training  in  mental  health  diagnosis 
and  treatment.  Master's  level  mental  health  profes- 
sionals, paraprofessionals,  allied  professionals  (e.g., 
the  clergy),  and  volunteers  are  also  vital  providers  of 
rural  health  services. 

Hie  severe  shortage  of  psychiatrists  and  doctoral- 
level  psychologists  in  rural  areas,  the  proportion  of 
mentid  health  care  provided  by  nonpsychiatric 
physicians,  and  the  types  of  services  likely  to  be 
most  acceptable  to  tunl  residents  all  suggest  itad 
integrating  mental  health  and  other  health  care  is 
especially  important  in  rural  areas.  Social  workers, 
psychologists,  clinical  psychiatric  nurse  specialists, 
and  paraprofessionals  play  an  in^xntant  role  in 
extending  rural  mental  health  senricec  to  those  in 
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ue«d,  and  in  linking  these  services  with  physical 
health  services.  These  linkages  may  include  such 
features  as  health  and  nf>ental  health  clinics  sharing 
a  single  service  site,  routine  consultation  between 
physicians  and  mer^jl  health  center  staff,  or  a 
full-time  social  worker  providing  counseling  and 
educational  services  in  a  community  health  clinic  or 
I^ysician's  office.  Recent  legislation  has  expanded 
the  reimbursement  available  for  certain  "linkage" 
services,  namely  the  mental  health  services  provided 
by  clinical  social  workers  and  psychologists  in 
community  health  centers.  Federal  stimulation  of 
linkage  efforts  themselves,  however,  has  declined 
since  the  implementatioo  of  the  mental  health  block 
grant  in  1981. 

Option  25:  Provide  grants  to  menul  health 
professions  training  programs  that  include 
rural-oriented  curricula  and/or  train  pro- 
fessionals roost  likely  to  locate  in  rural  areas. 

For  euni^le,  the  provisions  of  Public  Law 
100-607,  which  provided  special  project  grants  to 
professional  schools*  training  programs  for  clinical 
psychologists,  could  be  extended  to  include  masten* 
programs  for  social  workers  and  clinical  psychiatric 
nurse  specialists.  Or,  grants  under  this  law  could  be 
targeted  or  limited  to  projecU  emphasizing  training 
for  runil  practice. 


Option  26:  Require  States  to  reimburse  under 
Medicaid  for  roenUl  health  services  provided 
by  midlevei  mental  health  professionals  to  the 
extent  that  these  services  are  permitted  under 
State  licensure  law.  Reimbursement  could  be 
limited  to  those  services  that  were  provided  in 
HMSAs  or  MUAs  and  would  be  covered  if 
provided  by  a  physician. 

In  rural  communities  without  psychiatrists  or 
doctoral  psychologists,  piimaiy  mental  health  care  is 
provided  by  either  nonpsychiatric  physicians  or  by 
midlevei  mental  health  professionals  (master's  level 
clinical  psychologists,  clinical  social  workers,  and 
clinical  psychiatric  nurse  specialists).  Current  Fed- 
eral policy  covers  reimbursement  for  the  services  of 
psychologists  and  social  workers  only  in  certified 
RHCs.  Expanding  the  services  for  which  midlevei 
mental  health  providers  or  their  employers  can 
receive  reimbursement  would  probably  increase 
access  to  these  services  in  rural  areas. 

Option  27:  Encourage  the  development  of  link- 
ages between  rural  health  and  mental  health 
services  and  professionals. 

Greater  enhancement  of  linkages  might  include 
measures  to  encourage  case  management,  share 
building  space,  develop  referral  patterns,  and  make 
better  infomted  decisions  about  patient  care. ' 'Link- 
age workers* *  could  be  expanded  to  include  master's 
level  nurse  specialists.  Federal  initiatives  of  this 
kind  are  currently  underway  for  health  and  substance 
abuse  treatnkent,  but  a  more  permanent  and  consis- 
tent policy  of  linkages  for  substance  abuse,  mental 
health,  and  other  health  services  couki  be  adopted. 
Specific  Federal  strategies  could  include: 

•  reimbursement  for  linkage  workers'  services 
(e.g.,  sodal  workers'  services  provided  in 
physicians'  offices,  including  consultative  serv- 
ices provided  to  the  physician): 

•  funding  for  the  salaries  of  clinical  social 
workers  and  other  mental  health  providers  in 
granu  to  federally  fimded  C/MHCs; 

•  fuziding  for  ixiservice  training,  interiuhips.  and 
shared  training  sites;  and 

•  requiring  States  to  deononstrate  that  a  portion  of 
Inderal  mental  health  block  grant  funds  is 
being  used  to  tapport  linkage  efforts  in  rural 
areas  as  a  prerequisite  to  continued  block  grant 
fimding. 
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OpUon  28:  Invest  more  resources  in  daU  collec* 
tion  and  analysis  activity  oriented  at  urban- 
rural  comparisons  of  mental  health  and  sub- 
sUnce  abuse  epidemiology,  and  at  the  availa- 
bility of  mental  health  services  and  personnel 
in  rural  areas. 

The  infonnatka  available  on  rural  mental  health 
epidemiology  and  services  is  extremely  thin  and 
provides  a  poor  basis  for  bodi  monitoring  mental 
bealdi  status  and  implementing  Fedend  policies. 
Even  the  mott  bisic  national  data  on  community 
naental  health  centers  have  been  virtually  nonexist- 
ent since  1981,  and  there  are  few  reliable  studies  on 
mental  health  problems  in  rural  areas.  Congress 
could  direct  the  Alcohol,  Drug  Abuse,  and  Mental 
Health  Administration  (ADAMHA)  to  place  more 
on  these  research  activities  (e.g.,  through 
the  National  Institute  of  Mental  Health's  recently 
oeated  Office  of  Runl  Mental  Health). 

Option  29:  Encourage  or  require  ADAMHA  to 
fund  projects  intended  to  demonstrate  the 
utilization  of  volunteers  and  paraprofessionals 
in  service  delivery. 

One  way  to  help  address  mental  health  personnel 
shortages  is  io  include  paraprofessionals  and  com- 
munity volunteers  in  service  delivery.  However, 
little  is  known  about  effective  ways  to  increase  the 
use  of  these  providers,  their  acceptance  in  the 
community »  and  the  effectiveness  of  the  services 
they  provide.  Incentives  to  be  tested  in  the  demon- 
stration projects  could  include  training  programs  for 
paraprofessionals  and  clergy,  reimbursement  for 
professional  activities  to  develop  and  trtin  commu- 
nity workers,  and  educational  support  for  commu- 
nity workers  in  the  form  of  tuition  for  college 
training. 
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Child  Health:  A  Fact  Sheet 

Melvinm  Ford 
Analyst  in  Social  Legislation 
Education  and  Public  Welfare  Division 


Moat  U^.  children  are  bom  healthy  and 
remain  healthy  into  their  adult  lives. 
Some  children  however,  are  vulnerable  to 
serious  illnese^  disability,  or  death.  Figure 
1  shows  the  nearly  steady  decline  in  U.S. 
infant  mortality  rates  for  all  groups,  but  a 
persistent  gap  between  rates  for  whites  and 
nonwhites.  Similar  racial  differences  exist 
in  incidence  of  lowbirthweight.  Important 
influences  on  the  health  of  a  child  are  (1) 
early  and  continuous  prenatal  care  for  the 
mother,  (2)  timely  immunization  against 
vaccine>preventable  diseases,  and  (3) 
routine  ongoing  medical  care  and 
supervision. 


Mothers  who  receive  inadequate 
prenatal  care  are  more  likely  to  have  low  birthweight  infants  (referring  to  infants  born 
weighing  less  than  5.5  pounds)  than  women  who  receive  continuous  prenatal  care  which  begins 
early  in  their  pregnancies.  According  to  the  National  Center  for  Health  Statistics,  about  75 
percent  of  the  babi'^is  bciti  in  this  country  are  born  to  mothers  who  received  prenatal  csre  that 
began  in  the  finsl  3  months  of  pregnancy.  This  proportion  has  been  relatively  stable  since 
1979. 

Low  bi'.lhweight  is  a  leading  contributor  to  poor  pregnancy  outcomes  including  infant  death 
and  disability  in  infants  who  survive.  About  7  percent  of  all  infants  born  in  the  U.S.  are  of  low 
birthweight  Several  studies  have  shown  that  the  cost  of  prenatal  care  is  considerably  less 
than  the  cost  of  caring  for  a  low  birthweight  infant.  The  Health  Insurance  Association  of 
America  reported  that  the  average  daily  coet  of  care  in  a  neonatal  intensive  care  unit  was  $985 
in  1989.  In  1985,  the  Office  of  Technology  Assessment  estimated  that  $14,000  to  $30,000  could 
be  saved  for  every  low  birthweight  birth  s verted. 

The  Department  of  Health  and  Human  Services  recommends  that  young  children  be 
vaccinated  against  8  diseases  between  ages  2  months  and  2  years.  Among  children  entering 
school  or  enrolled  in  licensed  child  care  centers,  95  percent  or  more  are  fully  immunized. 
Estimated  immuniiation  rates  drop  to  70  percent  for  children  under  age  2  and  may  be  under  a 

-  ;.Ant 

  ..  ciS 

CRS  Reports  arr  prepared  for  .\f  em  bent  and  rommUht  s  of  <  unqt  i  * 


139 


CRS-2 


50  percent  among  minority  pre»chooler»  residing  in  urb«n  areas.  After  reaching  a  record  low 
of  1,497  report«d  cases  in  1983,  the  ixKidence  of  measles  increased  sharply  in  the  U.S.  to  25,000 
reported  cases  in  1990  when  measles  accounted  for  61  deaths.  Cases  of  mumps  and  whooping 
cough  reported  in  1990  exceeded  the  numbers  reported  for  these  diseases  in  1983. 

Some  experts  cite  financial  and  organizational  barriers  to  access  to  immunization  services. 
Since  1982,  the  coat  of  a  full  childhood  immunization  series  in  a  public  clinic  has  increased 
from  about  $11  to  over  $90  per  child.  Public  health  officials  do  not  have  registries  or  tracking 
systems  with  which  to  monitor  whether  a  child  has  received  the  recommended  immunizations. 
Federal  projects  that  address  childhood  immunization  rates  include  subsidized  purchase  of 
vaccines  and  funded  demonstration  projects  for  improving  vaccine  coverage  levels  among 
preschool  children. 

Children  who  have  a  regular  source  of  health  care  are  more  likely  to  receive  primary  and 
preventive  health  care  as  recommended  by  the  American  Academy  of  Pediatrics.  Through 
regular  medical  visits,  some  problems  can  be  detected  and  treated  early  and  some  complications 
of  illness  can  be  prevented.  Health  insurance  coverage  is  an  important  factor  in  access  to 
regular  care.  In  1990,  8.3  million  children,  13  percent  of  all  children  under  age  18,  accounted 
for  nearly  one- fourth  of  this  country's  uninsured  population.  The  1988  National  Health 
Interview  Survey  on  Child  Health  showed  that  children  in  families  with  health  insurance 
coverage  and  higher  incomes  are  more  likely  to  have  a  regular  source  of  care  than  uninsured 
and  poor  children.  The  survey  also  showed  that  poor  children  are  more  likely  to  receive 
routine  care  in  hospital  or  community  clinics  that  in  physicians*  offices.  The  difference  in 
source  of  care  may  reflect  the  relative  shortage  of  physicians  in  inner  city  and  some  rural 
areas. 

Numerous  Federal  grant  programs  help  State,  local  and  private  nonprofit  agencies  to 
provide  health  care  for  children.  The  largest  of  these  are  Medicaid,  the  joint  Federal/State 
program  authorized  under  title  XDC  of  the  Social  Security  Act;  nutrition  programs  under  the 
Child  Nutrition  Act  of  1966;  the  Maternal  and  Child  Health  Services  Block  Grant  program 
authorized  under  title  V  of  the  Social  Security  Act;  and  the  health  centers  that  receive  grants 
under  the  Public  Health  Service  Act  (PHSA).  TTie  PHSA  also  includes  programs  for  lead 
poisoning  prevention.  The  Administration's  Healti^  Start  initiative  funds  projects  to  reduce 
infant  mortality  in  15  communities.  A  refundable  tax  credit  helps  low-income  families 
purchase  health  insurance  coverage  for  their  children.  Many  other  federally  funded  programs 
and  demonstration  projects  provide  services  for  improving  children's  health.  Eligibility  for 
some  programs  is  restricted  to  low-income  persons  and  families.  Programs  that  do  not  have 
this  explicit  restriction  may  reach  large  numbers  of  low  income  children  because  they  are 
directed  to  low-income  communities  or  other  areaa  in  which  access  is  limited.  For  many 
programs  there  is  coordination  at  State  and  local  levels  for  eligibility  determination  and 
referral  to  necessary  services. 
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Health  Care  Fact  Sheet:  Mental  Illness  In  The  U.S. 

Edward  It  Klebe 
Special ift  in  Social  Legislation 
Karen  Judge 
Consultant  to  EPW 
Education  and  Public  Welfare  Division 

Nearly  one  in  three  Americans  will  experience  a  mental  disorder  duringhis 
or  her  lifetime.  Mental  disorders  can  strike  cruelly,  producing  hallucinations, 
paranoia,  depression,  panic,  and  obsessions.  Some  people  with  serious  mental 
illnesses  (SMI)  experience  moderate  problems  of  recent  origin  that  never  recur. 
Others  have  severe  problems  that  continue  over  a  long  period  of  time.  The  SMI 
population  is  a  heterogeneous  group  with  different  diagnoses,  levels  of  disability, 
and  duration  of  disability,  and  therefore,  different  needs.  Because  of  these 
disorders,  many  individuals  are  unable  to  complete  their  education,  maintain 
employment,  or  lead  productive  lives.  The  re&lities  of  mental  disorders- 
symptoms,  prevalence,  and  co3ts»demand  the  attention  of  those  involved  in  the 
development  and  planning  of  necessary  health,  mental  health,  social  services, 
housing,  and  disability  policy. 

A  September  1992  survey  from  the  Centers  for  Disease  Control  and 
National  Center  for  Health  Statistics  indicates  that  there  are  approximately  3.3 
million  persons  18  years  of  age  or  older  in  the  civilian  noninstitutionalized 
population  of  the  U.S.  who  had  a  serious  mental  illness  in  the  12  months 
preceding  the  survey.  Approximately  2.6  million  of  these  adults  are  limited  by 
their  disorder  in  work,  school,  personal  care,  social  functioning,  concentrating, 
and  coping  with  day-to-day  stress. 


Serious  Mental  ninei 

m  (SMI)  In  the  U.S. 

Adutu  with  SMI 

Adulu  Hmit«i  bv  SMI 

ThouMnds 

Percent 

ThouHiid* 

Percent 

18-24 

961 

11 1 

291 

11.3 

25-34 

707 

21.7 

501 

19  5 

35^ 

744 

22.8 

600 

233 

4&^ 

919 

28.2 

749 

291 

«&49 

142 

44 

99 

39 

70-74 

102 

3.1 

82 

3.2 

75+ 

238 

8.8 

249 

9.7 

Toul 

3.264 

100  0 

2,571 

100  0 

Source:  Centers  for  Dieeeae  ControVNationaJ  Center  for  Health  SutUtica. 
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Approximately  77  percent  of  people  with  SMI  saw  a  mental  health 
profe««ional  in  the  year  preceding  the  survey.  Among  tho«e  who  did  not  tee  a 
mental  health  profeiaional  for  their  di»order,  moet  had  teen  a  doctor  or  other 
health  profeMional.  Many  in  the  SMI  population  use  prescription  drugs  as 
treatment  for  their  illnesses.  Nearly  66  percent  of  the  SMI  population  who  saw 
a  doctor  for  their  disorder  used  prescription  medication  in  the  year  preceding  the 
survey.  Almost  one-half  of  the  people  using  prescription  medication  for  mental 
disorders  used  more  than  one  drug. 


Serious  mental  illnesses 
comprise  a  wide  range  of  disorders 
including  psychoses,  neuroses, 
schizophrenia,  personality  disorders, 
organic  brain  syndrome,  depression, 
and  others.  The  prevalence  of 
mental  disorders  is  high.  Over  8 
percent  of  Americans  will  experience 
a  depressive  illness  in  their  lifetime. 
Almost  15  percent  will  be  diagnosed 
with  an  anxiety  disorder  such  as 
panic  disorder  or  obsessive- 
compulsive  disorder.  Approximately 
1.7  to  2.4  million  Americans 
currently  suffer  from  a  persistent 
and  severely  disabling  mental 
disorder  such  as  schizophrenia  or 
bipolar  disorder  (formerly  manic 
depressive  illness). 

The  hi^  prevalence  of  SMI 
places  great  demand  on  medical 
services.  It  also  results  in  great  costs 
to  society.  Estimates  published  by 
the  Alcohol,  Drug  Abuse  and  Mental 
Health  Administration  of  the 
Department  of  Health  and  Human 
Services  found  that  mental  illness 
posed  an  estimated  $129.3  billion 
cost  to  the  United  Sutes  in  198S. 
Approximately  40  percent  of  that 
cost  -  $51.4  billion  -  arose  from 
treatment  costs.  Approximately  44 
percent  of  the  cost  of  menUl 
disorders  to  the  United  Sutes-$57.1 
billion-was  derived  Drom  lost 
productivity.  The  psychological  and 
social  tolls  on  the  lives  of  people 
affected  by  mental  disorders  are  not 
quantifiable. 


Prevalence  of  Mental  Disorders 
 Among  Adults  


Disorder  (%) 

Schizophrenia   1.5 

Depressive  disorders   S.3 

Major  depression   5.9 

Anxiety  disorders    14.6 

Obsessive-compulsive 

disorder   2.5 

Source:       Estimating  the 


Prevalence  of  Mental  Disorders  in 
U.S.  Adults  from  the  Epidemiologic 
Catchment  Area  Study,  Bourdon  et 
al.  National  Institute  of  Mental 
Health,  1992. 


Projected  1988  Costs  of  Serious 
Mental  Illness 
 (inmiUiona  of$$) 


Treatment  $  61,423 

Support  (research, 

training)   3,966 

Morbidity  (value  of  lost 

output)   57,026 

Mortality  (loss  of 
earnings  due  to 

premature  death)    1 1,01 1 

Other    5,838 

Total   $129,264 


Source:  The  Economic  Costs  of 
Alcohol  and  Drug  Abuse  and  Mental 
Illness:  79S5.  ADAMHA,  1990. 
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SUMMARY 


In  the  103rd  CongreM,  widecpread 
attention  is  being  given  to  legislative  alter- 
natives  for  expanding  acceae  to  health 
insurance.  Central  to  the  debate  is  the 
issue  of  how  to  expand  acceas  for  America's 
estimated  35.4  million  uninsured  and  large 
number  of  underinsured  without  fueling 
inflation  in  health  care  coats  and  do  ao  at  a 
time  when  significant  new  Federal  or  State 
spending  is  viewed  by  many  as  unlikely. 
While  there  is  growing  ocnsensua  in  Con- 
gress that  lack  of  access  to  adequate  health 
insurance  is  a  problem,  there  is  little  agree- 
ment on  what,  if  anything,  to  do  about  it 

Some  in  Congress  believe,  for  example, 
that  the  Nation  can  only  afford  gradual 
steps  toward  improving  health  inaurance 
coverage,  through  such  approacbea  as 
reform  of  the  private  health  insurance 
market,  or  coverage  of  specific  populations, 
such  as  infants  and  pregnant  women. 
Others  believe  that  the  only  way  to  addreae 
the  problems  of  health  care  access  and 
escalating  costs  is  by  enacting  comprehen- 
sive reform,  and  establishing  a  program  of 
health  insurance  coverage  for  all  that  incor- 
porates effective  cost  controls.  Whatever 
approach  is  pursued  is  likely  to  have  signif- 
icant effects  on  individuals,  businessea, 
government,  and  providers  and  suppliers  of 
health  care,  making  agreement  on  any  one 
or  a  combination  of  legislative  proposals 
difficult. 

Generally,  the  uninsured  are  young 
(under  age  24);  they  are  poor;  and  they 
have  ties  to  the  work  force  (primarily  in 
small  firms,  in  industries  with  seasonal  or 
temporary  employment,  and  in  firms  with  a 
lower  skilled  or  less  unionized  work  force). 
There  is  evidence  that  the  uninsured  popu- 
lation grew  in  the  last  decade.  Insurance 


status  has  implications  for  access  to  health 
services:  the  uninsured  use  fewer  health 
care  services  and  have  poorer  health  status 
than  the  insured. 

Proposals  likely  to  be  considered  in  the 
103rd  Congress  incorporate  widely  different 
approaches  to  expanding  access  to  health 
insurance,  including  providing  tax  incen- 
tives to  provide  coverage  privately;  mandat- 
ing employers  to  extend  health  insurance 
benefits  to  uncovered  or  underinsured 
groups;  and  instituting  a  national  health 
insurance  system.  President  Clinton  en- 
dorsed an  employer-based  approach  during 
the  1992  campaign.  He  has  appointed  a 
task  force  that  is  scheduled  to  develop  a 
health  care  reform  proposal  by  May  1993. 

One  factor  that  may  complicate  a  f  olu- 
tion  to  access  problems  is  the  rising  cost  of 
health  care.  C>ver  the  past  10  years,  health 
care  spending  has  grown  faster  than  spend- 
ing in  the  general  economy.  Many  believe 
that  without  major  changes,  the  trend  in 
spending  will  continue.  The  numbers  of 
uninsured  and  underinsured  individuals 
could  increase  as  rising  health  care  costs 
make  it  more  expensive  for  individuals  and 
employers  to  purchase  coverage.  Any  at- 
tempt to  expand  access  to  health  insurance 
may  therefore  need  to  address  the  factors 
fueling  health  care  inflation.  Proposals  to 
control  health  care  costs  are  incorporated  in 
many  access  proposals  and  reflect  varied 
strategies  such  as  administrative  reform, 
encouragement  of  managed  care,  and  na- 
tional expenditure  limits  enforced  through 
controls  on  provider  prices  or  insurers' 
premium  rates  or  both. 


Reprinted  from  Health  Insurance:  Issue  Brief,  by  Mark  Merlis.  Washington, 
Congressional  Research  Service,  Updated  Regularly.  11  p. 
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According  to  a  Congresiional  Raicarch  Service  analy»ii  of  the  Cenaua  Bureau  *i  March 
1992  Current  Population  Survey  (CPS),  in  1991  moat  individual*  (58%)  obtained  insurance 
coverage  through  their  own  or  a  family  member'i  employment.  Othert  received  coverage 
through  public  programa  tuch  aa  Medicare  (11%)  or  Medicaid  (8%)  and  9%  received  coverage 
from  individually  purcfaaied  poUciec,  CHAMPUS  or  other  sources. 

An  estimated  35.4  million  Americans  (14%)  were  without  any  form  of  health  insurance 
coverage  in  1991.  Nearly  all  the  uninsured  are  under  65,  with  the  greatest  concentration 
among  children  and  young  adults.  The  following  discusiion  examines  the  characteristics  of  the 
uninsured,  some  possible  explanations  for  recent  declinea  in  coverage,  and  the  impact  of  lack 
of  coverage  on  access  to  care.  (For  further  information  on  the  uninsured,  see  CRS  Report  92- 
432  EPW,  Health  Insunnce  Coverage:  CharacterUtics  of  the  Intured  and  Unintured 
PopulatioM  in  19900 

Characteristica  of  the  Uninsured 

Age*  Because  most  senior  citizens  have  Medicare  or  other  retirement  health  beneHts, 
nearly  all  the  uninsured  are  under  65,  with  the  greatest  concentration  among  children  and 
young  adulto.  Of  thoae  under  18,  13%  are  without  coverage;  children  make  up  nearly  one- 
quarter  of  the  total  uninsured  population.  However,  the  rate  of  uninsurance  peaks  in  the  1ft- 
24  age  group;  27%  of  young  adults  are  without  coverage.  The  uninsured  in  this  age  group  are 
often  too  old  to  be  covered  as  dependents  on  their  parents*  policies.  Those  in  poor  families  are 
no  longer  counted  as  part  of  their  parents*  household  and  may  therefore  be  ineligible  for 
Medicaid.  Thoae  working  may  be  in  entry-level  jobs  that  do  not  provide  coverage.  Some  of  the 
younger  uninsured  may  also  fail  to  obtain  insurance  that  is  available  to  them,  because  they  do 
not  foresee  the  need  for  medical  care.  The  rate  of  uninsurance  declines  steadily  from  25 
on,  chiefly  because  older  workers  are  more  likely  to  obtain  coverage  throu^^  their  own 
employment. 

Employment  Status.  Of  Americans  with  health  insurance,  68%  receive  coverage 
through  their  own  employment  or  that  of  another  family  member.  Among  the  uninsured  in 
1991,  84%  had  at  least  some  ties  to  the  work  force.  Nearly  half  were  full-time  workers  or  the 
dependents  of  such  workers,  but  failed  to  obtain  employment-based  coverage.  The  uninsured 
are  concentrated  in  small  firms,  eepecially  those  with  fewer  than  25  employees,  in  industries 
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characterized  by  seasonal  or  temporaty  emplpyment,  and  in  those  with  a  lower  skilled  or  lets 
unionized  work  force.  The  industries  with  the  lowest  rates  of  coverage  are  agriculture, 
personal  service*,  entertainment  and  recreation,  and  retail  trade. 

Income.  The  uninsured  are  disproportionately  poor.  In  1991,  29%  of  the  uninsured 
had  family  incomes  below  100%  of  the  Federal  poverty  thresholds,  and  another  12%  had 
incomes  between  100%  and  133%  of  the  poverty  line.  Medicaid  is  the  major  source  of  coverage 
for  the  low-Income  population.  However,  the  maximum  allowable  income  under  Medicaid  for 
most  types  of  persons  is  below  the  poverty  line.  Also,  Medicaid  has  'categDrical'  limits:  some 
persons,  such  as  single  adults  and  childless  couples  who  are  neither  aged  nor  disabled,  cannot 
qualify  regardless  of  income.  As  a  result,"Medicaid  covered  only  47%  of  persons  in  poverty  in 
1991. 

Trends  in  Insurance  Coverage 

Changes  in  the  uninsured  population  over  time  are  difficult  to  measure  because  of 
changes  in  standard  Burveyt  and  other  data  problems.  However,  there  is  evidence  that  the 
proportion  of  the  population  that  is  uninsured  rose  during  the  early  and  mid-19808.  Growth 
in  the  uninsured  may  have  occurred  for  several  reasons.  First,  although  the  proportion  of  the 
population  in  the  work  force  has  been  growing,  the  percent  receiving  health  benefits  has  been 
dropping.  Some  analysts  attribute  this  trend  to  shifts  in  employment.  Many  of  the  new  jobs 
created  in  the  last  decade  have  been  in  the  service  and  other  nonmanufacturing  industries,  the 
sectors  least  likely  to  provide  coverage.  However,  this  factor  accounts  for  only  a  small  part  of 
the  growth  in  the  uninsured. 

Second,  the  proportion  of  the  population  receiving  coverage  through  another  family 
member's  employment  has  been  dropping.  Several  factors  have  contributed  to  this  decline. 
As  coverage  of  primary  workers  has  dropped,  so  too  has  coverage  of  their  dependents.  Also, 
growing  numbers  of  workers  appear  to  be  electing  coverage  for  themselves  but  not  for  their 
dependents.  In  1990,  workers  who  were  themselves  covered  through  employment  failed  to 
cover  their  spouses  in  about  6%  of  the  cases;  about  8%  of  the  children  of  insured  workers  did 
not  receive  employment-based  coverage.  In  1980,  wholly  employer-paid  coverage  for  individuals 
was  available  to  72%  of  employees  in  medium-  and  large-size  firms,  and  fully  paid  family 
coverage  to  51%  of  employees.  By  1991,  wholly-paid  individual  coverage  was  available  to  45% 
of  workers,  and  wholly-paid  family  coverage  to  23%.  Changes  have  also  occurred  in  family 
structure;  there  are  more  households  with  older  children  or  unrelated  individuals.  Such  family 
units  are  less  likely  to  meet  the  definitions  in  insurance  coverage  rules. 

Third,  coverage  from  nonemployment  sources  declined,  particularly  Medicaid  coverage. 
Welfare  and  Medicaid  eligibility  standards  failed  to  keep  pace  with  inflation;  while  the  absolute 
number  of  people  in  poverty  was  rising,  the  number  of  people  receiving  Medicaid  stayed 
relatively  flat  for  a  decade.  Recent  changes  in  the  Medicaid  program,  such  as  initiatives  to 
cover  more  pregnant  women  and  children,  appear  to  have  reversed  this  trend.  However,  the 
full  impact  of  these  changes  is  not  yet  known. 

Implications  for  AooeM 

Insurance  status  has  implications  for  access  to  health  services.  The  uninsured  use 
fewer  health  care  services  and  have  poorer  health  status  than  the  insured  population.  The 
uninsured  are  more  likely  to  delay  seeking  care;  when  they  finally  seek  care,  the  ailment  may 
be  more  serious  and  costly  to  treat.  The  uninsured  also  rely  more  on  emergency  rooms  for 
basic  services. 
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While  the  uninfured  u«e  comparatively  fewer  lervicee,  they  nevertheleee  generally  do 
receive  health  care.  Some  of  the  uninfured  pay  for  theae  aervicea  out-of-pocket;  aome  receive 
care  from  clinica  and  facilitiee  that  receive  public  aubaidiea;  and  aome  get  it  from  providera  who 
are  tubtidizing  the  care  throuf^  increaaed  charges  to  their  paying  cuitomers.  For  example, 
hoapitala  recorded  about  $12.1  billion  in  free  care  and  bad  debt  for  1990.  Much  of  that 
uncompenaated  care  waa  financed  by  increaaed  chargei  to  patienta  with  inaurance. 

A  problem  facing  the  uninaured  ii  that  the  lourcei  of  subsidized  care  may  be 
dwindling.  Increasing  preaaurea  on  hospitals  to  negotiate  rates  and  new  methods  of 
reimbursement  are  making  it  difficult  for  hospitals  to  make  up  their  uncompenaated  care  costs 
by  raising  their  charges  to  insurers  or  other  third-party  payers.  Hospitals*  reduced  profit 
margins  and  constraints  on  public  funding  are  also  limiting  the  dollars  to  finance 
uncompensated  care.  If  these  trends  continue,  Uie  access  problems  of  the  uninsured  could  grow 
more  severe.  The  problem  may  be  exacerbated  by  uncontrolled  growth  in  health  care  costa. 
It  is  relatively  easy  to  provide  care  when  it  ia  inexpensive,  but  harder  to  do  so  when  that  care 
becomes  a  miyor  cost. 


Policy  Options  for  the  Uninsured 

As  noted  earlier,  while  most  Members  of  Congress  agree  that  improving  access  to 
health  insurance  is  a  problem,  there  appears  to  be  no  consensus  on  what,  if  anything,  to  do 
about  the  problem  at  the  Federal  level.  Some  in  Congress,  for  example,  want  to  take  various 
steps  toward  improving  health  insurance  coverage  through  tax  incentives  for  small  businesses, 
reform  of  the  private  health  insurance  market,  and/or  coverage  of  targeted  populations,  such 
as  infanta  and  pregnant  women.  Others  believe  that  the  only  way  to  address  the  problems  of 
health  care  access  and  escalating  costa  is  by  enacting  comprebenaive  reform,  including  a 
program  providing  universal  health  inaurance  and  significant  controls  on  health  care  costs. 
Any  significant  legislation  that  is  enacted  is  likely  to  have  significant  effects  on  individuals, 
businesses,  government,  and  providers  and  suppliers  of  health  care,  making  agreement  on  any 
one  or  even  combination  of  legislative  proposals  difficult. 

Over  100  health  care  reform  proposals  were  introduced  in  the  102nd  Congress.  They 
incorporated  widely  different  approaches  to  expanding  access  to  health  insurance,  including 
expanding  health  insurance  coverage  through  Medicaid;  providing  tax  incentives  to  provide 
coverage  privately;  mandating  employers  to  extend  health  insurance  benefits  to  uncovered  or 
underinsured  groups;  and  instituting  a  national  health  insurance  system.  Only  one 
comprehensive  proposal  received  committee  action.  This  was  the  HealthAmerica  bill  (S.  1227) 
introduced  by  Senator  Mitchell  and  based  largely  on  the  1990  recommendations  of  the  U.S. 
Bipartisan  Commission  on  Comprehensive  Health  Care  ("the  Pepper  Commission").  S.  1227 
provided  for  universal  health  insurance  coverage  accomplished  through  a  phased-in 
requirement  on  employers  to  provide  or  pay  for  health  insurance  (the  so-called  "play-or-pay" 
approach)  and  the  creation  of  a  public  program  to  cover  those  not  insured  through  the 
workplace.  An  amended  version  of  this  bill  was  ordered  reported  by  the  Senate  Committee  on 
Labor  and  Human  Resources. 

More  limited,  incremental  proposals  made  somewhat  greater  progress.  Senator 
Bentsen's  proposal  to  regulate  insurance  undenyriting  and  rating  practices  in  the  small  group 
market  (S.  1872^  was  included,  vnth  m'bdifications,  in  the  Senate  amendment  to  H.R.  4210,  the 
Tax  Fairness  and  Economic  Growth  Act  of  1992,  and  again  in  the  Senate  amendment  to  H.R. 
11,  the  Revenue  Act  of  1992.  However,  the  health  insurance  provisions  were  dropped  in 
conference  on  both  bills.  The  Health  Subcommittee  of  the  House  Committee  on  Ways  and 
Means  ordered  reported  H.  5502  (Representative  Stark),  which  includes  regulation  of  insurers 
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and  a  tignincant  expanaion  of  Medicaid  coverage.  The  bill  also  eatabliihed  a  national  health 
budget  and  a  Federal  ayatem  for  setting  the  ratef  to  hot  paid  to  medical  care  provider*  by  all 
iniurera  and  other  payers.  It  has  been  reintroduced,  T.ith  modifications,  as  200  in  the 
103rd  Congress. 

President  Clinton  has  appointed  an  interdepartmental  task  force  that  is  scheduled  to 
develop  a  health  care  reform  proposal  by  May  1993.  The  plan  offered  by  the  President  during 
the  1992  campaign  would  require  that  all  employers  provide  health  insurance  coverage;  some 
form  of  financial  assistance  would  be  Available  to  small  firms  as.  well  as  to  uninsured 
individuals  without  emplqjnnent  ties.  The  plan  would  use  a  managed  competition  approach, 
under  which  individuals  and  small  groups  would  obtain  coverage  through  purchasing 
cooperatives,  along  with  some  form  of  spending  limits.  It  is  not  yet  certain  whether  the  task: 
force's  proposal  will  retain  the  basic  outlines  of  this  plan. 

The  remainder  of  this  section  focuses  on  the  major  options  considered  by  the  102nd 
Congress  and  likely  to  be  reintroduced  in  the  103rd  Congress,  including  both  comprehensive 
proposals  and  more  limited  approaches. 

Universal  Public  Coverage 

The  most  sweeping  health  insurance  reform  proposals  would  replace  some  or  all 
existing  public  and  private  coverage  with  a  comprehensive  public  program.  These  proposals 
take  a  number  of  different  forms.  *Sin|^e  payer*  plans  would  enroll  all  U.S.  residents  (or 
sometimes  all  but  those  receiving  Medicare)  in  a  single  publicly  funded  program,  replacing  the 
multiple  payers  of  the  current  aystem.  Some  proposals  would  establish  such  a  program  at  the 
Federal  level,  while  others  would  create  State-administered  programs  with  Federal  funding. 
(Under  some  proposals,  all  insurance  would  be  publicly  funded,  but  States  could  give  their 
residents  a  choice  among  private  contracting  plans.)  "Medicare  for  all"  proposals  would 
extend  the  current  Medicare  program  for  the  aged  and  disabled  to  cover  the  entire  population. 
The  m^or  difference  between  this  approach  and  the  single-payer  option  is  that  Medicare 
benefits  are  less  comprehensive  than  those  included  in  the  single-payer  bills.  This  means  that 
there  would  still  be  a  role  for  private  insurance  in  selling  supplemental  policies;  in  addition, 
Medicaid  would  still  be  needed  to  furnish  supplemental  coverage  for  the  poor.  A  third 
universal  coverage  model  -  a  national  health  service  like  the  British  National  Health  Service 
in  which  the  Government  both  Hnancea  and  furnishes  health  care  services  -  has  also  been 
proposed. 

A  number  of  States  (among  them  Florida,  Hawaii,  Massachusetts,  Minnesota,  Oregon, 
and  Vermont)  are  implementing  or  considering  their  own  universal  coverage  plans.  Some 
proposals  would  change  Federal  law  to  facilitate  State  action.  Current  Federal  spending  on 
Medicare  and  Medicaid  for  State  residents  could  be  turned  over  for  use  in  the  State's  own 
system.  In  addition,  States  could  be  permitted  to  regulate  self-insured  employer  health  plans 
(such  regulation  is  currently  preempted  by  the  Employee  Retirement  Income  Security  Act  of 
1974,  ERISA).  Legislation  could  provide  an  open-ended  authority  for  State  systems  or  could 
create  limited  demonstrations. 

Employer-Baaed  Plana 

Many  propoaals,  instead  of  establishing  universal  coverage  through  a  public  program, 
would  build  on  the  current  system,  under  which  most  people  obtain  health  insurance  through 
emplojonent.  Under  this  approach,  employers  would  be  expected  to  furnish  or  halp  pay  for 
coverage  for  their  workers  and  dependents;  most  proposals  also  include  expansion  of  Medicaid 
or  a  new  public  program  for  persons  not  obtaining  coverage  through  employers.  Under  play 
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or  pay  propoMie,  employers  would  provide  coverage  or  contribute  a  fued  percentage  of  payroll 
toward*  the  coat  of  covering  their  workers  in  a  public  plan.  This  was  the  approach 
recommended  by  the  Pepper  Commission.  In  the  102nd  Congress,  the  Senate  Labor  and 
Human  Resources  Committee  ordered  reported  an  amended  version  of  S.  1227,  Senator 
Mitchell's  play  or  pay  proposal.  One  bill  in  the  103rd  Congress,  Hit  727  (Matsui)  would  use 
a  play  or  pay  approach  to  cover  pregnant  women  and  children  only). 

Other  proposals  would  mandate  that  employers  furnish  coverage,  without  providing 
the  alternative  of  a  payroll  tax.-  This  was  the  approach  suggested  by  President  Clinton  during 
the  1992  campaign;  some  form  of  targeted  assistance  would  have  been  available  for  employers 
who  could  not  afford  to  provide  coverage.  Another  option  would  simply  require  that  employers 
offer  coverage:  that  is,  make  a  group  plan  available  to  their  employees  but  not  contribute  to 
the  premiums.  In  the  103rd  Congress,  this  approach  is  included  in  H.R.  30  (Grandy);  it  is  also 
a  part  of  the  Conservative  Democratic  Forum  proposal  introduced  by  Representative  Cooper 
in  the  102nd  Congress. 

Market  Reform 

Some  individuals  or  employers  may  wish  to  purchase  insurance  coverage  but  fmd  it 
unafTordable  or  unavailable  because  of  characteristics  of  the  private  insurance  market  or  other 
factors.  The  final  set  of  options  would  seek  to  make  coverage  more  accessible  or  aflbrdable. 
These  include  the  following. 

-  Regulation  of  insurance  undervrriting  practices,  under  which  purchasers  expected 
to  incur  hi£^  medical  costs  may  be  refused  coverage,  receive  coverage  subject  to 
exclusion  of  payment  for  "preexisting  conditions,"  or  be  charged  higher  rates  than 
other  applicants.  Numerous  proposals  in  the  103rd  Congress  would  modify  rating 
and  underwriting  practices  of  health  insurers.  These  include  H.R.  30,  H  Jl.  101, 
H.R.  150,  H.R.  191,  H.R.  196,  H.R.  200,  H.R,  727,  and  S.  18. 

~  Promotion  of  group  purchasing  arrangements,  under  which  small  employers 
would  join  together  to  buy  insurance,  potentially  increafling  their  bargaining 
power  and  achieving  economies  of  scale  in  plan  administration.  This  approach  is 
included  in  such  bills  aa  HJL  101,  HJL  196,  H.R.  200,  S.  18,  and  S.  223.  Some 
"managed  competition"  proposals  (see  below)  would  require,  rather  than  simply 
encourage,  small  employers  to  obtain  coverage  throu^  State-established  health 
insurance  purchasing  cooperatives  (HIPCs),  which  would  seek  to  contract  with 
cost-effective  insurance  plans. 

~  Federal  preemption  of  State  mandated  benefit  laws.  These  laws,  which  require 
insurance  policies  to  include  specific  types  of  coverage  regardless  of  whether  the 
purchaser  desires  the  coverage,  are  alleged  to  increase  the  price  of  insurance. 
Overrides  are  included  in  most  universal  coverage  proposals,  which  would  replace 
State  mandates  with  a  Federal  minimum  benefit;  partial  overrides  are  also 
included  in  the  insurance  regulation  proposals. 

-  Encouraging  States  or  private  insurers  to  develop  "reinsurance"  pooling 
mechanisms  to  spread  the  risks  of  high-cost  cases.  H.R.  101  would  provide  for  a 
Federal  reinsurance  system  in  States  that  do  not  develop  their  own  systems. 
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Tmx  System  Options 

Federal  Ux  law  mii^t  be  modified  in  a  variety  of  ways  to  help  more  individuali 
purchaae  health  iniurance  or  to  encourage  more  employert  to  provide  group  health  plans. 
Some  option*  being  conaidared  by  Congreat  to  encourage  individuali  to  purchase  coverage 
include:  (1)  liberaliring  the  deduction  for  health  care  coata,  currently  available  only  for  coats 
in  exceaa  of  7.5%  of  a<i(juated  gross  income  (see  Hit  403);  (2)  providing  a  refundable  tax  credit 
(much  like  the  earned  income  tax  credit)  to  low-income  families  to  subsidize  the  cost  of  health 
insurance  (see,  for  example,  Hit  196,  S.  28,  and  S.  223);  and  (3)  creating  a  voucher  program 
using  the  Federal  tax  syatem  to  subsidiie  the  purchase  of  health  insurance  by  low-income 
families.  This  approach  was  included  in  President  Bush's  health  plan. 

A  limited  health  insurance  tax  credit  was  created  by  the  Omnibus  Budget 
Reconciliation  Act  of  1990  (PX.  101-508).  Under  the  new  law,  a  refundable  tax  credit  is 
available  to  taxpayers  for  qualified  health  insurance  expenses  that  include  coverage  for  a 
qualifying  child.  Qualified  health  insurance  expenses  for  which  the  credit  is  available  are  the 
premiums  paid  during  the  taxable  year  for  health  insurance  coverage  for  children  who  meet 
certain  eligibility  criteria  (generally  the  same  as  for  the  Earned  Income  Tax  Credit).  For  1992, 
the  maximum  health  credit  is  $451. 

A  new  tax  system  approach  embodied  in  a  number  of  proposals  is  the  establishment 
of  medical  savings  accounts  (MSAs).  Individual  and/or  employer  contributions  to  these 
accounts  would  be  excluded  from  income,  and  withdrawals  to  pay  for  medical  care  would  also 
be  tax-exempt.  Current  employer  health  plans  mij^t  be  replaced  by  a  combination  of  an  MSA 
and  a  limited,  catastrophic  health  insurance  plan.  For  example,  employees  might  pay  for  the 
first  $3,000  of  medical  expenses  using  the  MSA,  after  which  the  insurance  plan  would  be  liable. 
Proponents  contend  that  this  would  make  consumers  more  cost-conscious  while  preserving 
catastrophic  protection.  MSAs  are  included  in  H.R.  101,  HJl.  150,  and  H.R  192. 

One  tax  issue  that  has  received  considerable  attention  is  the  treatment  of  health 
insurance  coats  for  the  self-employed.  Self-employed  workers,  those  in  unincorporated  sole 
proprietorships  or  partnershipa,  may  deduct  the  full  cost  of  contributions  to  health  plans  for 
their  employees  but  only  a  part  of  the  cost  of  coverage  for  themselves  and  their  families.  The 
Tax  Reform  Act  of  1986  established  a  time-limited  25%  health  insurance  deduction  for  the  self- 
employed.  This  deduction  has  repeatedly  been  extended;  most  recently,  the  Tax  Extension  Act 
of  1991  (P.L,  102-227)  continued  the  25%  deduction  through  June  30,  1992.  As  passed  by  the 
Congress,  H  Jt  11,  the  Revenue  Act  of  1992,  would  have  extended  the  deduction  through  June 
30,  1993.  However,  this  legislation  was  pocket  vetoed.  Many  of  the  comprehensive  health 
insurance  proposals  in  the  103rd  Congress,  as  well  as  several  free-standing  bills,  would  increase 
the  deduction  to  100%  and  make  it  permanent. 

Expanded  Public  Progruiis 

Existing  (Sovemment  insurance  programs,  such  as  Medicare  and  Medicaid,  could  be 
expanded  to  reach  a  larger  population.  In  addition  to  the  "Medicare  for  all"  plans,  some 
proposals  would  expand  Medicare  less  dramatically,  by  eliminating  the  current  24-month 
waiting  period  for  benefits  for  some  or  all  of  the  disabled,  permitting  early  retirees  to  obtain 
Medicare  coverage,  or  allowing  unemployed  workers  to  purchase  Medicare.  There  are  also 
proposals  for  further  expansion  of  Medicaid,  the  Federal-State  program  for  certain  groups  of 
low-income  persons.  In  recent  years.  Congress  has  steadily  expanded  Medicaid  eligibility  for 
pregnant  women  and  young  children.  Several  proposals  would  further  expand  coverage  by 
raising  financial  eligibility  standards  (H.R.  200)  or  eliminating  the  categorical  limits  that 
restrict  Medicaid  eligibility  to  the  aged,  disabled,  and  families  with  children  (H.R.  191).  H.R. 
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196  would  create  a  new,  Medicaid-like  program  that  could,  at  a  State's  option,  cover  individual! 
up  to  200%  of  the  Federal  poverty  level.  Medicaid  expansion*  are  also  included  in  many  of  the 
employer-baaed  propoaali  diicuiwd  earlier,  in  order  to  reach  persons  not  covered  through 
employment. 

Health  Care  Costs  and  Cost  Containment 

The  United  States  spends  more  per  capita,  and  a  greater  proportion  of  its  grosa 
domestic  product  (GDP),  on  medical  care  than  any  other  nation.  U^.  health  expenditures  in 
IS  >0  reached  $675  billion,  12.4%  of  GDP,  as  compared  to  9.0%  in  Canada,  8.1%  in  Germany, 
6.C  b  in  Japan,  and  6.1%  in  the  United  Kingdom.  All  of  these  countries  have  universal  health 
insurance  coverage  and  perform  at  least  as  w,  li  as  the  United  Statea  on  standard  measures  of 
health  care  outcomes,  such  as  life  expectancy  or  infant  mortality  rates.  There  is  also  concern 
about  the  rate  of  growth  in  health  care  expenditures.  Inflation  in  the  U.S.  medical  sector  has 
outpaced  inflation  in  the  rest  of  the  economy  for  many  years;  national  health  spending  grew 
an  estimated  11.6%  from  1991  to  1992  and  is  projected  to  grow  another  12.1%  in  1993, 
reaching  a  total  of  $940  billion.  The  growth  in  employers'  health  insurance  costs  has  been 
even  more  dramatic.  One  recent  survey  of  medium  and  large  employers  found  that  the  average 
premium  for  health  benefits  for  a  single  employee  rose  108%  between  1987  and  1992,  or  about 
16%  a  year. 

Many  observers  view  the  higji  cost  of  health  care  as  a  major  barrier  to  expanded  access 
to  care  for  the  uninsured,  and  there  arc  concerns  that  continued  inflation  could  either  damage 
the  competitiveness  of  employers  who  offer  health  benefits  or  lead  some  of  those  employers  to 
reduce  or  eliminate  benefits,  further  eroding  access  to  care.  For  all  these  reasons,  there  is 
strong  congressional  interest  in  controlling  health  care  costs,  both  in  public  programs  and  in 
the  private  sector.  Current  legislative  proposals  may  be  divided  among  those  that  focus  on 
reducing  unnecessary  use  of  services  and  those  that  focus  on  how  services  are  paid  for.  Some 
of  these  proposals  are  included  in  broader  health  reform  bills  intended  to  address  both  access 
and  coat,  while  others  have  been  introduced  separately. 

Insurance  companies  and  public  programs  like  Medicare  and  Medicaid  have  attempted 
to  control  medical  utilization  directly  for  many  years,  using  outside  reviewers  to  monitor  the 
appropriateness  of  medical  services.  However,  medical  care  is  still  very  subjective.  Outside 
reviewers  may  lack  a  firm  basis  on  which  to  override  the  judgments  of  a  patient's  physician, 
and  much  of  the  variation  in  the  way  physicians  practice  (such  as  surgery  rates)  may  be 
traceable  to  uncertainty  or  disagreement  about  what  really  works.  In  response,  the  lOlst 
Congress  created  the  Agency  for  Health  Care  Policy  and  Research,  to  perform  systematic 
studies  of  how  well  different  ways  of  treating  a  given  disease  or  condition  work.  Several  health 
insurance  proposals  would  expand  this  initiative.  Congress  is  also  considering  measures  to 
address  a  second  issue  closely  tied  to  that  of  utilization  control:  malpractice  reform.  The 
practice  of  "defensive  medicine,"  performing  additional  tests  or  services  in  response  to  concerns 
about  potential  malpractice  liability,  is  often  cited  as  an  important  source  of  unnecessary 
medical  care  utilization.  Some  proposals,  such  as  tort  reforms,  are  aimed  chiefly  at  limiting 
the  size  of  awards  to  plaintiffs,  while  others  focus  on  simplifying  the  process  for  adjudicating 
malpractice  complaints.  Among  the  bills  that  address  one  or  both  of  these  areas  are  H.R.  101, 
H.R.  150,  H.R,  191,  H.R,  196,  and  S.  223. 

Another  major  option  is  reimbursement  reform,  changing  the  way  hospitals  and 
doctors  are  paid  for  their  services.  Medicare  has  led  the  way  in  this  area,  with  its  prospective 
payment  system  for  hospitals  (under  which  hospitals  receive  a  predetermined  fee  for  each 
patient)  and  iU  new  fee  schedule  for  physician  services.  Some  health  insurance  proposals 
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would  give  private  iniurers  the  option  of  paying  at  Medicare  rates;  providers  would  be  required 
to  accept  these  amounts  as  payment  in  full.  Under  other  proposals,  all  public  and  private 
insurers  would  pay  the  same  rates.  H.R.  200  would  establish  a  national  provider  rate-setting 
system,  with  rates  for  all  payers  set  using  Medicare-like  methods.  Rates  would  be  set  at  levels 
designed  to  comply  with  a  national  health  budget,  an  overall  limit  on  the  growth  in  health  care 
spending. 

The  eingle-payer  proposals  described  earlier  would  also  use  price  controls  to  limit 
health  spending.  In  addition,  their  proponents  argue  that  a  single-payer  system  could  reduce 
the  administrative  costs  of  insurance  and  also  of  health  care  providers,  who  must  now  deal 
with  the  differing  demands  of  a  variety  of  public  and  private  insurers  in  order  to  obtain 
payment  Other  proposals  seek  to  achieve  similar  savings  in  the  context  of  a  multi-payer 
system.  For  example,  a  number  of  bills  would  promote  the  adoption  of  uniform  claim  forms 
and  "smart  cards,"  health  insurance  identification  cards  that  would  carry  electronically  readable 
coverage  information  and  perhaps  medical  data  about  the  cardholder. 

Finally*  many  insurance  proposals  emphasize  'managed  care."  The  prototype  for 
managed  care  is  the  health  maintenance  organization  (HMO).  Unlike  other  insurers,  HMOs 
directly  provide  or  arrange  for  health  services,  through  affiliated  physicians,  hospitals,  and 
other  providers;  the  HMO  can  thus  control  an  enrollee's  medical  care,  and  may  be  able  to 
provide  that  care  with  greater  efficiency.  Recently  insurers  have  developed  other  plans  that 
are  somewhat  less  restrictive  but  still  seek  to  manage  overall  patient  care.  Several  bills  would 
override  State  laws  that  may  inhibit  the  development  of  managed-care  programs;  these  include 
H.R  101,  Hit  150,  Hit  196,  and  S.  18. 

Several  proposals,  notably  that  of  the  Conservative  Democratic  Forum,  would  develop 
structured  systems  for  "managed  competition."  Employers  or  other  purchasers  of  health 
insurance  would  be  grouped  together  in  cooperative  buying  arrangements.  Individualfl 
participating  in  the  arrangement  would  have  a  choice  among  different  health  care  plans  and 
would  be  given  a  financial  incentive  to  select  the  least  costly  plan  (in  theory,  the  most 
efficient).  The  plan  put  forward  by  President  Clinton  during  the  1992  campaign  included  a 
similar  proposal,  but  also  would  have  provided  for  a  health  budget  and  possibly  premium  limits 
as  a  backup  cost  containment  approach. 


LEGISLATION 

H  Jt  16  (DingeU) 

National  Health  Insurance  Act.  Provides  health  insurance  coverage  for  most  U.S. 
residents;  replaces  all  insurance  except  Medicare.  States  and  localities  would  administer  plans 
with  Federal  assistance.  Introduced  Jan.  5,  1993;  referred  to  Committees  on  Energy  and 
Commerce  and  Ways  and  Means. 

H.R.  30  (Grandy) 

Universal  Health  Benefits  Empowerment  and  Partnership  Act  of  1993.  Requires  most 
employers  to  offer  (but  not  pay  for)  a  group  health  plan.  Assists  States  to  develop  plans  for 
persor  t  eligible  for  employer  group  coverage.  Preempts  State  mandates;  extends  self- 
emplo^  .eduction.  Also  includes  administrative  simplification  and  development  of 
comparative  value  information  programs.  Introduced  Jan.  6,  1993;  referred  to  Committees  on 
Education  and  Labor,  Energy  and  Commerce,  and  Ways  and  Means. 
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HJEL  101  (Michel) 

Action  Now  Health  Care  Reform  Act  of  1993.  ReguUt««  rating  and  underwriting 
practices  in  the  small  group  market  and  limits  use  of  preexisting  condition  exclusions. 
Establishes  Federal  or  State  reinsurance  programs  for  small  group  carriers.  Preempts  State 
benefit  mandates  for  small  employer  purchasing  groups  and  preempts-anti-managed  care  law*. 
Expands  self-employed  deduction.  Allows  tax-free  employer  contributions  to  MSAs.  Also 
includes:  administrative  simplification,  malpractice  reform,  expansion  of  Public  Health  Service 
programs,  rural  health  provisions,  flexibility  for  States  in  administration  of  Medicaid,  and 
changes  in  antitrust  law.  Introduced  Jan.  5, 1993;  referred  to  Committees  on  Ways  and  Means, 
Energy  and  Commerce,  Judiciary,  and  Education  and  Labor. 

HJEL  160  (Hm«tert) 

Health  Care  Choice  and  Access  Improvement  Act  of  1993.  Allows  tax  deduction  for 
contributions  to  MSAs  and  for  premiums  for  a  catastrophic  health  insurance  policy.  Regulates 
rating  and  underwriting  practices  in  the  small  group  market.  Expands  self-employed 
deduction;  preempts  State  anti-managed  care  laws.  Also  includes  administrative  simplification, 
malpractice  reform,  and  provisions  related  to  long-term  care  insurance.  Introduced  Jan.  5, 
1993;  referred  to  Committees  on  Ways  and  Means,  Energy  and  Commerce,  and  Judiciary. 

H.R.  191  (Gekas) 

American  Consumers  Health  Care  Reform  Act  of  1993.  Makes  Medicaid  acute  care 
fully  Federal  and  extends  eligibility  to  all  persons  up  to  100%  of  poverty;  turns  long-term  care 
over  to  States.  Taxes  employer  health  benefits  in  excess  of  a  minimum  benefit  package; 
expands  self-employed  deduction.  Authorizes  demonstrations  of  universal  care  plans.  Also 
includes  market  reform,  malpractice  reform,  and  access  measures.  Introduced  Jan.  5,  1993; 
referred  to  Committees  on  Ways  and  Means,  Energy  and  Commerce,  Education  and  Labor, 
Judiciary^  and  Rules. 

H.R.  192  (Gundenon) 

Farm  and  Rural  Medical  Equity  Reform  Act  of  1993.  Allows  tax  deduction  for 
contributions  to  MSAs  and  for  premiums  for  a  catastrophic  health  insurance  policy.  Limits 
use  of  preexisting  condition  exclusions.  Also  includes  administrative  simplification  and 
provisions  related  to  rural  health  services.  Introduced  Jan.  5,  1993;  referred  to  Committees 
on  Ways  and  Means  and  Energy  and  Commerce, 

H.R.  196  (Houghton) 

Health  Equity  and  Access  Improvement  Act  of  1993.  Establishes  Federal/State 
BasiCare  program  to  cover  (at  State  option)  persons  up  to  200%  of  poverty.  Regulates 
insurance  underwriting  and  rating  practices  in  the  small  group  market  and  limits  use  of 
preexisting  condition  exclusions  in  all  employer  plans.  Preempts  State  mandated  benefit  laws 
and  anti-managed  care  laws.  Creates  refundable  health  insurance  tax  credit  and  makes 
insurance  fully  deductible  for  individuals.  Also  includes  malpractice  reform,  expansions  of 
public  health  programs,  and  provisions  related  to  long-term  care  insurance.  Introduced  Jan. 
5,  1993;  referred  to  Committees  on  Ways  and  Means,  Energy  and  Commerce,  and  Judiciary. 

H.R.  200  (Stark) 

Health  Care  Cost  Containment  and  Reform  Act  of  1993.  Establishes  national  health 
budget  and  Federal  all-payer  rate-setting  system  based  on  Medicare  methods;  permits  States 
to  develop  alternative  systems.  Establishes  voluntary  insurance  plan  for  children,  financed 
through  premium  payments.  Phases  in  expansion  of  Medicaid  to  cover  all  persons  below  133% 
of  poverty  and  pregnant  women  and  children  below  200%  of  poverty.  Establishes  health  plan 
purchasing  cooperatives  (pooled  purchasing  arrangements  for  small  employers)  and  national 
outcome  reporting  system.  Expands  Medicare  benefits.  Expands  self-employed  deduction. 
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Regulates  rating  and  underwriting  practices  and  limits  use  of  pre-existing  condition  exclusions 
for  all  group  plans.  Alio  includes  adminiitrative  simplification,  uniform  data  reporting,  and 
health  care  fraud  control.  Introduced  Jan.  5,  1993;  referred  to  Committees  on  Ways  and 
Means,  Energy  and  Commerce,  and  Education  and  Labor. 

HJL  403  (Solomon) 

Permits  tax  deduction  for  up  to  $3,000  in  health  insurance  premiums  without  regard 
to  current  requirement  that  medical  expenses  are  deductible  only  when  they  exceed  7.5%  of 
adjusted  gross  income.  Introduced  Jan.  5, 1993;  referred  to  Committee  on  Ways  and  Means. 

727  (Matmi) 

Requires  employers  to  provide  coverage  to  workers  and  dependents  who  are  pregnant 
women  or  children.  Establishes  federally  funded,  State  administered  health  plans  for  pregnant 
women  and  children  without  employer  coverage.  Also  includes  small  group  market  reforms. 
Introduced  Feb.  3,  1993;  referred  to  Committees  on  Ways  and  Means,  Energy  and  Commerce, 
and  Education  and  Labor. 

S.  18  (Specter) 

Comprehensive  Health  Care  Act  of  1993.  Regulates  rating  and  underwriting  practices 
in  small  group  market.  Preempts  State  mandates  for  employers  in  small  employer  purchasing 
groups  and  preempts  anti-managed  care  laws.  Expands  self-employed  deduction.  Establishes 
commission  to  study  health  expenditure  targets.  Also  includes  provisions  related  to  public 
health  programs,  patient  self-determination,  and  long-term  care  insurance.  Introduced  Jan. 
21,  1993;  referred  to  Committee  on  Finance. 

S.  28  (McCsdn) 

Children's  Health  Care  Improvement  Act  of  1993.  Establishes  refundable  tax  credit 
for  health  insurance  expenses  of  children  in  families  below  200%  of  poverty;  the  credit  may  be 
used  only  for  school-based  insurance  programs  established  by  States  and  localities.  Also 
includes  modifications  to  Public  Health  Service  maternal  and  child  health-related  programs. 
Introduced  Jan.  21,  1993;  referred  to  0)mmittee  on  Finance. 

a  223  (Cohen) 

Comprehensive  Health  Care  Act  of  1991.  Establishes  system  of  voluntary  health  plan 
purchasing  cooperatives  for  small  employers,  along  with  Federal  certification  of  accountable 
health  plans  (AHPs)  meeting  reporting  standards  and  furnishing  uniform  benefits  set  by  a 
Federal  board.  Preempts  State  laws  for  AHPs;  taxes  employer  health  plan  contributions  in 
excess  of  lowest-priced  AHP  in  the  area.  Provides  refundable  tax  credit  for  individuals 
purchasing  AHP  coverage.  Increases  self-employed  deduction.  Also  includes  malpractice 
reform,  access  and  antitrust  provisions,  and  prescription  drug  cost  containment.  Introduced 
Jan.  27,  1993;  referred  to  Committee  on  Finance. 

CONGRESSIONAL  HEARINGS.  REPORTS,  AND  DOCUMENTS 

U.S.  Bipartisan  Commission  on  Comprehensive  Health  Care  (The  Pepper  Commission). 

A  Call  for  Action.  Washington.  Sep.  1990.  2  v..  Final  Report  (S.Prt.  101-114)  and 
Supplement  (S.Prt.  101-115). 

U.S.  Congress.   House.   Committee  on  Ways  and  Means.   Health  Can  Resource  Book. 

Prepared  by  the  Congressional  Research  Service  and  the  Congressional  Budget  Office. 
Washington.  Apr.  16,  1991.  Ways  and  Means  Committee  Print  102-8. 

—  Subcommittee  on  Health.  Private  Health  Insurance:  Options  for  Reform.  Prepared 
by  the  Congressional  Research  Service.  Washington.  Sep.  20, 1990.  Ways  and  Means 
Committee  Print  101-35. 
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HEALTH  INSURANCE  COVERAGE  IN  THE  UNITED  STATES; 
SOURCES,  CHARACTERISTICS,  AND  TRENDS 

INTRODUCTION  AND  DETAILED  SUMMARY 

Not  since  the  1970s  has  so  much  congressional  attention  been  given  to  the 
issues  of  health  care  costs  and  access  to  coverage.  By  the  end  of  the  102nd 
Congress,  over  100  bills  had  been  introduced  in  the  House  and  Senate  that 
would  in  one  way  or  another  provide  for  expanded  financial  access  to  health  care 
and/or  seek  controls  on  the  cost  of  health  care.  One  of  the  factors  fueling  this 
interest  is  the  statistical  profile  of  insurance  coverage  in  this  country.  These 
statistics  have  been  used  to  define  and  pinpoint  the  problems,  and  have  become 
an  integral  part  of  arguments  for  and  against  specific  policy  solutions. 

This  Congressional  Research  Service  (CRS)  report  providing  statistical  data 
and  profiling  health  insurance  coverage  in  the  United  States  was  written  in 
response  to  requests  from  committees  of  the  Congress  to  aid  in  their  health  care 
reform  deliberations.  The  requesting  House  committees  included:  the  Ways  and 
Means  Committee's  Subcommittee  on  Health,  the  Energy  and  Commerce 
Committee  and  its  Subcommittee  on  Health  and  the  Environment,  and  the 
Education  and  Labor  Committee.  From  the  Senate,  CRS  received  requests  from 
the  Committees  on  Finance,  and  Labor  and  Human  Resources. 

Tht  report  is  designed  as  a  resource  document,  one  which  readers  can  turn 
to  for  facts  and  statistics  regarding  insurance  coverage.^  Part  I  provides 
information  on  public  and  private  sources  of  health  insurance  coverage  and 
identifies  the  characteristics  of  those  persons  who  have  and  do  not  have  health 
insurance.  Sources  of  health  insurance  are  provided  fay  age  and  other 
demographic  characteristics.  More  detailed  information  on  coverage  by  age  and 
employment  characteristics  such  as  firm  sixe,  industiy,  and  labor  force 
attacluxient,  is  presented  for  different  types  of  insurance  (i.e.,  employment  baaed, 
Medicare,  Medicaid,  and  private  individual  (nongroup)  coverage)  and  for  the 
uninsured.  Retiree  health  coverage  it  also  examined.  In  addition,  an  analysis 
of  trends  in  coverage  is  provided,  looking  especially  at  the  issue  of  whether  the 
percentage  of  uninsured  Americans  is  rising.  Hie  analysis  in  part  I  relies  on 
data  from  the  Bureau  of  the  Census,  March  1992  Current  Population  Survey 
(CPS),  as  well  as  the  CPS  for  prior  years. 

Part  n  provides  information  on  the  largest  aources  of  coverage,  private 
health  insurance,  including  individual  as  well  as  employer-sponsored  health 
benefits.  It  begins  with  an  overview  of  private  health  insurance,  describing  who 
sella  it,  and  the  types  of  financing  arrangements  and  policies  available  in  the 


*To  assist  readers,  a  complete  list  of  tables  and  charts  is  included  in  the 
beginning  of  this  report. 
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current  market  for  groups  and  individuals.  This  is  followed  by  a  more  detailed 
look  at  employer-tponsored  health  insurance.  It  examines  the  characteristics  of 
employers  that  do  and  do  not  offer  coverage,  alternative  sources  of  funding  for 
employer  health  plans,  trends  toward  self-insurance,  small  employer  pooling 
arrangements,  and  flexible  benefit  plans.  Information  is  also  provided  on  the 
regulation  of  employer-sponsored  health  plans.  Part  11  includes  a  discussion  of 
individual  health  insurance,  and  ends  with  another  source  of  largely  private 
coverage.  State  high  risk  insurance  pools. 

Readers  interested  in  Issues  such  as  the  regulation  of  private  health 
insurance,  and  options  for  expanding  access  to  coverage  may  wish  to  consult  the 
three-part  series  produced  by  CRS  in  1988:  Health  Insurance  and  the 
Umnsured;  Background  Data  and  AnalytU;  Insuring  the  Uninsured:  Options 
and  Analysis;  and  Cost  and  Effects  of  Extending  Health  Insurance  Coverage.^ 

DETAILED  SUMMARY  OF  THE  REPORT 

Part  I.  Sources  of  Hesdth  Insurance  Coverage 

In  1991,  86  percent  of  the  U.S.  noninstitutionalized  population  had  some 
form  of  health  insurance  coverage,  while  14  percent  (an  estimated  35.4  million 
people)  were  witliout  any  form  of  coverage.  The  uninsured  were  often  young 
and  poor,  but  many  of  them  did  have  some  tie  to  the  labor  force,  frequently 
through  small  firms.  By  contrast,  only  1  percent  of  the  elderly  (age  65  and  over) 
were  uninsured.  Most  people  with  heflith  insurance  had  employment  based 
coverage  (65  percent  of  the  nonelderly),  while  others  were  covered  under 
government  sponsored  plans  such  as  Medicare  and  Medicaid  or  nongroup 
privately  purchased  health  insurance.  Between  1979  and  1991,  the  percent  of 
persons  under  age  65  who  were  uninsured  incressed  approximately  4  percentage 


*U.S.  Congress.  House.  Committees  on  Education  and  Labor  and  Energy 
and  Commerce.  Senate.  Special  Committee  on  Aging.  Health  Insurance  and 
the  Uninsured:  Background  Data  and  Analysis.  Prepared  by  the  Congressional 
Research  Service,  Library  of  Congress.  Education  and  Labor  Serial  No.  100-Z, 
Energy  and  Commerce  No.  100-X,  Special  Committee  on  Aging  No.  lOO-I. 
Committee  Print,  lOOth  Cong.,  2d  Sess.  Washington,  GPO,  May  1988;  U.S, 
Congress.  House.  Committees  on  Education  and  Labor  and  Energy  and 
Commerce.  Senate.  Special  Committee  on  Aging.  Insuring  the  Uninsured: 
Options  and  Analysis.  Prepared  by  the  Congressional  Research  Service,  Library 
of  Congress.  Education  and  Lsbor  Serial  No.  100-DD,  Energy  and  Commerce 
No.  100-BB,  Special  Committee  on  Aging  No.  lOO-O.  Committee  Print,  100th 
Cong.,  2d  Sess.  Washington,  GPO,  Oct.  1988;  U.S.  Congress.  House. 
Committees  on  Education  and  Labor  and  Energy  and  Commerce.  Senate. 
Special  Committee  on  Aging.  Costs  and  Effects  of  Extending  Health  Insurance 
Coverage.  Prepared  by  the  Congressional  Research  Service,  Library  of  Congress. 
Education  and  Labor  Serial  No.  100-EE,  Energy  and  Commerce  No.  100-C, 
Special  Committee  on  Aging  No.  100-P.  Committee  Print,  100th  Cong.,  2d  Sess. 
Washington,  GPO,  Oct.  1988. 
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points,  while  the  percent  with  employment  based  eoTerege  declined  fay  about  6 
percenta^  points. 

Specifically,  analysis  of  the  health  insurance  status  of  the 
noninstitutionalited  population  in  1991  shows  the  following: 

Health  Inmmmoe  Coverage  and  Population  Characteriatics 

•  Whites  were  most  likely  to  have  health  insurance  (88  percent),  while 
Hispanics  were  least  likely  (67  percent). 

•  Persons  living  in  the  Midwest  and  Northeast  were  more  likely  to  have 
health  insurance  (88  percent)  than  those  living  in  the  South  and  West 
(80  and  82  percent,  respectively). 

•  Sixty-ei|^t  percent  of  the  poor  were  insured  compared  with  91  percent 
of  individuals  with  family  income  at  least  two  times  the  poverty  level. 

•  Only  12  percent  of  the  poor  received  health  coverage  through  an 
employer,  while  61  percent  had  either  Medicare  or  Medicaid. 

Elmployinent  Baaed  Coverage 

•  Employment  based  coverage  varied  by  labor  force  attachment.  Among 
the  noneldcrly,  about  80  percent  of  full  year,  full-time  workers  and 
their  dependents  had  employment  based  coverage,  while  28  percent  of 
part  year,  part-time  workers  and  34  percent  of  tbair  dependents  had 
employment  based  coverage. 

•  Employment  based  coverage  also  varied  by  earnings.  Among  workers 
under  age  65,  about  26  percent  of  those  workers  earning 
approximately  the  minimum  wage  had  emplojonent  based  coverage, 
compared  to  62  percent  of  those  earning  between  $9,000  and  $19,999 
and  87  percent  of  those  earning  $30,000  or  more. 

•  Over  90  percent  of  the  spouses  and  children  of  workers  with 
employment  based  coverage  also  had  this  type  of  coverage.  Still,  3 
percent  of  spouses  and  children  were  uninsured,  accounting  for 
approximately  7  percent  of  the  uninsured  population  in  1991. 

•  Employment  based  coverage  varied  by  firm  sixe  and  industiy.  About 
65  percent  of  workers  and  dependents  in  large  firms  (1,000  or  more 
employees)  bad  employment  basad  coverage  compared  to  35  percent  of 
workers  and  their  dependenU  in  small  firms  (1-9  employees). 
Approximately  90  percent  of  those  working  in  public  administration 
had  employment  based  coverage  compared  to  27  percent  of  those 
working  in  agriculture/forestry/flsheries. 


159 


CRS-4 


*  Among  retirees,  57  percent  of  those  under  age  65  reported  employment 
bwed  coverage  compared  to  32  percent  of  tboee  age  65  and  older. 

Individual/Nongroup  Inauranoe 

*  Private  individual  (nongroup)  health  insurance  is  more  common 
among  two  groups:  those  without  attachment  to  the  labor  force  or 
whose  employer  does  not  offer  health  insurance  coverage  and  the 
elderly  who  purchase  private  nongroup  coverage  to  supplement 
Medicare. 

Medictu«  smd  Medicaid  Coverage 

*  Among  persons  65  years  and  older,  96  percent  had  Medicare  and  less 
than  one  percent  were  uninsured. 

*  The  greatest  proportion  of  Medicaid  recipients  under  age  65  was  found 
among  those  not  in  the  labor  force:  39  percent  of  the  heads  of 
insurance  units'  with  no  attachment  to  the  labor  force  and  63  percent 
of  dependents  with  no  attachment  to  the  labor  force  received  Medicaid. 
Only  4  percent  of  dependents  of  full  year,  full -time  workers  received 
Medicaid. 

*  Half  of  those  receiving  Medicaid  were  children,  with  20  percent  under 
5  years,  and  30  percent  between  5  and  17  years.  Almost  half  of  the 
Medicaid  population  was  white,  while  close  to  one<third  was  black. 
Almost  two-thirds  (63  percent)  of  those  covered  by  Medicaid  came  from 
families  with  incomes  below  the  poverty  level. 

The  Uninsured 

*  Uninsured  rates  varied  by  age  and  sex.  Females  were  less  likely  to  be 
uninsured  among  persons  age  18  to  34,  but  more  likely  to  be 
uninsured  among  persons  age  60  to  64. 

*  Uninsured  rates  also  varied  by  age  and  race/ethnicity.  The  percent 
uninsured  was  higher  for  Hispanics  in  each  age  group  than  for  whites 
or  blacks,  and  the  percent  uninsured  was  higher  for  blacks  than  for 
whites.  Almost  one-half  (45  percent)  of  Hispanics  ages  18  to  24  were 
uninsured,  as  were  39  percent  of  Hispanics  ages  25  to  34. 

*  Employment  characteristics  were  related  to  lack  of  insurance.  Among 
workers,  13  percent  of  those  with  full  year,  fiill-time  attachment  to  the 
labor  force  were  uninsured,  compared  to  37  percent  of  those  with  part 
year,  part-time  attachment.  In  small  firms  (1-9  employees),  37  percent 


*An  insurance  unit  comprises  the  policyholder  and  dependents  (if  any)  who 
would  be  eligible  for  dependent  coverage  under  typical  insurance  rules.  See 
appendix  A  for  more  detail. 
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of  workm  and  25  percent  of  their  depecdentf  were  umnmired 
compered  to  9  percent  of  worker*  and  5  percent  of  their  dependent!  in 
lerge  firme  (1,000  or  more  employee*).  Thirty-five  percent  of  thoee 
workinf  in  pereonel  eendcee  induetriet  were  unineured  compered  to 
4  percent  emonf  thoee  working  in  public  edminietration. 

•  Pereoni  who  lacked  health  inaurance  coverage  were  not  representative 
of  the  population:  the  uninaured  were  overrepreeented  among  young 
adulte,  the  poor,  blacks  and  Hiapanics,  thoee  with  lees  than  full-time 
joba,  uid  those  who  worked  for  small  firms. 

TVenda  in  Inmarmacm  Covarmge 

•  Trends  in  health  insurance  coverage  from  1979  to  1991  show  that  the 
percent  with  employment  baaed  and  private  nongroup  coverage 
declined  over  time,  while  the  percent  wiUi  Medicaid  or  Medicare  and 
the  percent  uninsured  increased. 

•  From  1979  to  19S6,  the  population  under  age  65  increased  by  16 
million  persons.  If  coverage  rates  had  not  changed  over  this  period, 
population  change  would  have  produced  13  million  more  persons 
covered  under  various  types  of  coverage,  and  if  uninsured  rates  had 
not  changed,  3  million  more  would  have  been  uninsured.  Decreasing 
rates  of  coverage  and  increases  in  uninsured  rates  meant  instead  that 
only  about  8  million  more  persons  were  covered  and  8  million  more 
were  uninsured. 

•  Decreases  in  rates  of  employment  based  and  private  nongroup  coverage 
between  1979  and  19S6  produced  about  3  million  fewer  persons  with 
employment  based  coverage  and  about  3  million  fewer  with  private 
nongroup  coverage  than  would  have  been  covered  if  rates  had  not 
declined. 

•  From  1987  to  1991,  the  population  under  age  65  grew  by  8  million 
persons.  If  coverage  rates  and  uninsured  rates  had  not  changed  over 
this  period,  population  change  alone  would  have  produced  about  7 
million  more  persons  with  coverage  and  about  1  million  more 
uninsured.  Decreases  in  coverage  rates  and  increases  in  uninsured 
rates  meant  that  only  about  4  million  more  persons  were  covered  and 
4  million  more  were  uninsured. 

•  Decreases  in  employment  based  coverage  rates  between  1987  and  1991 
meant  that  about  7  million  fewer  persons  had  employment  based 
coverage  than  would  have  been  covered  if  rates  had  not  declined. 
Increased  coverage  rates  under  Medicaid  lessened  the  effect  of 
decreased  employment  based  coverage  rates,  and  kept  the  number 
uninsured  from  rising  even  further. 
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Partn.  Privmto  Health  Inauranoe 

Private  health  insurance  ii  the  largeat  aource  of  health  benefiU  coverage, 
covering  about  183  million  Americant,  or  73  percent  of  the  population  in  1991. 
In  contrast,  public  coverage  (including  Medicare,  Medicaid,  militaiy  health  care, 
and  veterans'  health  care)  covered  about  63  million  Americans,  or  25  percent  of 
the  population.  With  respect  to  private  health  insurance,  the  report  points  out 
the  following: 

*  The  sources  of  private  coverage  include  about  1000  commercial 
insurance  companies  (covering  about  9^2  million  persons  in  1989);  73 
Blue  Cross  and  Blue  Shield  plans  {cc  vering  about  73  million);  and 
other  plans  (covering  77  million),  inc  iuding  self-insured  plans,  self- 
adminiitered  plans,  plans  employing  tt  ird-party  administrators  (TPA), 
and  about  550  health  maintenance  organizations  (HMOs)  (which 
covered  about  34  million  persons).  Many  HMOs  are  operated  by  the 
Bluei  or  commercial  insurers.  (The  total  of  these  numbers  ii  greater 
than  the  number  covered  by  privste  health  insurance  because  some 
individual!  have  more  than  one  policy  from  more  than  one  source.) 

*  Several  types  of  arrangements  are  used  to  pay  for  and,  under  some 
systems,  to  provide  health  care  services.  These  include  traditional,  fee- 
for-service  plans,  which  pay  for  services  of  the  enrollee'i  choice  of 
health  care  provider  for  each  service  rendered  (covering  62  percent  of 
enrollees  in  employer-sponsored  group  health  plans  in  1990),  and 
network-based  managed  care  arrangements,  which  include  a  network 
of  providers  from  which  enrolleei  receive  health  care  iervices. 
Network  managed  care  arrangements  include  HMOs  (20  percent  of 
enrollees),  preferred  provider  organizations  (13  percent),  and  point  of 
service  (POS)  programs  (6  percent). 

*  A  variety  of  typei  of  private  health  insurance  coverage  exists, 
including  medical  expense  insurance,  which  pays  for  medical  billi  or 
services  such  as  hospital  and  medical  expenses  (83  percent  of  group 
premiums  paid  to  commercial  insurers  in  1989),  dental  expenses  (8 
percent).  Medicare  supplemental  costs  (3  percent);  and  disability 
income  insurance,  which  pays  for  lost  income  while  disabled  (6 
percent). 

*  About  61  percent  of  Americans  (152  million  persons)  have  group 
coverage  sponsored  by  their  employers,  and  about  12  percent  (30 
million  persons)  have  individual  (nongroup)  coverage  purchased 
directly  from  insurers. 

Employer  Sponsored  Group  Health  Ineuranee 

Over  61  percent  of  the  population  (152  million)  is  covered  by  employer- 
sponsored  group  health  insurance  plans.  However,  not  all  employers  offer 
health  benefits  and,  when  benefits  are  offered,  not  all  employees  accept  them. 
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Certain  ehanetemtict  m  prtdictiv*  of  whether  en  employer  will  offer 
ineunmce.  According  to  a  1990  survey  of  emplqyen: 

«  Sue.  Otdy  21  percent  of  the  emelleet  firma  (fewer  than  10  employeee) 
offer  health  benefite,  wfaereae  98  percent  of  thoee  over  100  offer 
coverage. 

•  Type  of  industry.  Government  entitiee  and  manufacturing  firma  are 
the  mofft  likely  to  offer  coverage;  retail  trade  firma  are  the  least  likely 
to  do  so. 

«  LocaHon.  Employers  in  the  South  are  least  likely  to  offer  coverage; 
those  in  the  Northeast  are  moet  likely. 

•  (7se  of  louhwage  ivoHtert.  Only  19  percent  of  firms  in  which  60 
percent  or  more  of  the  workers  earn  less  than  $10,000  annually  offer 
health  benefits  compared  to  66  percent  of  all  firms  in  which  less  than 
half  of  the  workers  earn  lees  than  $10,000. 

«  (7se  of  full-time  workers.  Of  firms  offering  health  benefits,  only  20 
percent  had  a  workforce  in  which  less  than  three-fourths  of  the 
smployees  were  full-time,  compared  with  34  percent  for  firms  not 
offering  benefits. 

«  Employee  turnover.  Only  30  percent  of  firms  with  a  rate  of  turnover 
exceeding  60  percent  offered  health  benefits,  compared  with  52  percent 
of  firms  with  lees  turnover. 

•  Legal  organixation.  Sixty  percent  of  incorporated  firms  and  26  percent 
of  unincorporated  firms  offered  health  benefits. 

Firm  site,  type  of  industry,  and  the  like  are  really  proxies  for  other 
characteristics  of  a  business  that  may  affect  its  willingness  or  ability  to  offer 
insurance.  At  the  core  of  its  decision  is  the  price  of  insurance.  A  firm's 
assessment  of  whether  it  can  afford  to  offer  coverage  and,  if  so,  whether  it  needs 
to  do  so  to  attract  and  retain  employees  is  largely  based  on  price.  As  the  cost 
of  health  insurance  continues  to  grow  steadily  hi^r,  fewer  firms  may  offer 
coverage.  This  may  be  at  the  root  of  the  trend  discussed  above  of  decreases  in 
the  percentage  of  the  population  covered  under  employer  plans. 

Employers  electing  to  offer  health  benefits  do  so  throu^  a  variety  of 
arrangements.  Once  most  common,  fully  insured  health  plans  are  found 
primarily  in  small  firms.  In  addition  to  benefit  payments,  the  cost  of  fully 
insured  plans  reflects  the  insurer's  profit  and  overhead,  State  mandated  benefits 
and  premium  taxes,  and  sometimes  a  State  risk  pool  assessment.  To  reduce 
premium  costs  and  increase  plan  flexibility,  many  companies  turn  to  self- 
insurance.  Today,  approximately  66  percent  of  firms  self-insure  and  somewhere 
between  60  to  66  percent  of  emplpsrees  participate  in  self>insured  health  plans. 
As  late  as  1980,  only  about  34  percent  of  firms  were  self-insuring. 
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Self-tntur«d  pUnt  can  be  adminictertd  entirely  by  the  emplpyar,  or  by  an 
insurer  or  other  entity.  While  eelf-inauranee  it  meet  practical  for  large  Hnna, 
the  availability  of  atop  Iom  policiee  to  eover  very  large  claima  hai  made  telf- 
insurance  increaaingiy  attractive  to  even  the  smalleet  of  firma.  But  with  the 
growth  in  self-insurance  has  come  a  decline  in  consumer  aafeguarda.  State 
regulators  have  no  jurisdiction  over  employer  plans;  they  are  only  able  to 
regulate  the  insurance  sold  to  employers.  Self-insured  plans  are  regulated  only 
under  Federal  law  which  does  little  to  protect  enroUees  from  plan  insolvencies, 
benefit  cuts,  or  terminations. 

A  relatively  recent  development  affecting  health  benefits  is  the  appearance 
of  flexible  benefit  plans  (or  'flex  plans*)  as  part  of  employer  sponsored  fringe 
benefit  packages.  Flex  plans  permit  employees  with  different  family 
responsibilities  to  tailor  their  benefits  to  their  own  needs.  They  give  employers 
a  mechanism  with  which  to  set  overall  cost  limits  on  their  benefit  ofterings, 
especially  important  in  respect  to  health  care.  By  providing  nontaxable  benefits, 
flex  plana  also  enable  employers  to  increase  their  employees'  after  tax  income 
without  paying  higher  wages.  In  1989,  24  percent  of  full-time  employees 
working  for  medium  and  large  flrms  were  eligible  for  flex  plans,  up  from  5 
percent  in  1986. 

While  most  insured  workers  obtain  health  benefits  through  a  single 
employer  health  plan,  some  are  covered  through  various  types  of  multiple 
employer  arrangements.  Included  among  these  are  multiple  employer  welfare 
arrangements  (MKWAs),  which  are  generally  health  plans  offered  to  the 
employees  of  two  or  more  employers  by  a  third  party,  such  as  a  trade 
association.  MEWAs  are  used  to  pool  small  employers  into  larger  units  to  make 
health  insurance  more  affordable  and  administratively  simple.  Bringing 
together  a  number  of  small  Arms  into  one  pool,  it  is  argued,  can  produce 
administrative  economies,  such  as  reduced  marketing,  that  will  be  reflected  in 
lower  premiums  than  if  each  firm  sought  coverage  independently.  Several 
factors  may  work  against  such  savings,  however.  One  is  that  insurers  still  tend 
to  review  the  insurability  of  each  of  the  member  firms  of  the  multiple  employer 
group. 

Individual  (nongroup)  Health  Insurance 

Private  individual  (nongroup)  coverage  covers  a  much  smaller  proportion 
of  the  population  than  employer  group  coverage.  Approximately  12  percent  uf 
the  U^.  population  (or  about  30  million  individuals)  had  individual  insurance 
in  1991.  The  report  describes  the  following  features  of  individual  coverage: 

•  For  about  60  percent  of  those  with  individual  coverage,  such  coverage 
was  their  only  source  of  insurance;  the  rest  had  such  coverage  in 
addition  to  some  other  type  of  coverage. 

•  Individuals  purchase  nongroup  coverage  when  they  have  no  employer- 
sponsored  coverage  or  they  are  self-employed;  for  temporary  periods 
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when  thejr  are  betwwi  jobs  or  rvcen^jr  retired  but  not  yet  Medicare- 
eligible;  or  to  eupptement  other  corervge  tbcy  may  have. 

Individual  eorerafe  diflere  from  group  coverage  primarily  in  the 
greater  degree  to  which  ita  applicanta  are  underwritten,  i.e.,  evaluated 
by  the  insurer  to  determine  the  degree  of  risk  the  applicant  represents. 
Individuals  with  existing  medical  conditions  are  less  likely  to  be 
accepted  for  coverage  under  a  nongroup  policy  than  a  group  policy. 

In  1987,  about  65  percent  of  nongroup  enrollees  were  covered  by 
commercial  insurers,  about  30  percent  by  Blue  Cross  and  Blue  Shield, 
and  about  6  percent  by  HUOs. 


165 


92-168  EPW 
Febnuucy  13, 1992 


CRS  Rei)()rt  for  Congress 


Medicaid:  Financing,  Trends,  and  the  President's 
FY  1993  Budget  Proposals 

Melvina  Po^ 
Analyft  in  Social  Legiilation 
Education  and  Public  Welfare  Diviaion 

SUMMARY 

Medicaid  ia  a  Federal-State  matching  entitlement  program  providing 
medical  aatiftance  to  certain  low-income  peraona.  Mirroring  the  rapid  increaaee 
in  health  care  ipending  generally,  Medicaid  ia  one  of  the  faateit  growing  itemi 
in  both  Federal  and  State  budgeta.  Federal  apending  for  Medicaid  i»  expected 
to  increaae  by  38  percent  betvreen  fiacal  yeara  1991  and  1992  and  by  another 
16.5  percent  in  FY  1793.  Preeident  Buah'i  FY  1993  budget  propoaee  to  limit 
growth  in  'mandatoiy^  programa  but  would  make  only  modeat  changea  to 
Medicaid  totalling  $104  million  in  aavinge.  Enactment  of  the  Preeident*f 
legialative  propoaala  would  reduce  Federal  Medicaid  ipending  from  the  $84.5 
billion  projected  under  current  law  to  $84,396  billion  in  FY  1993. 

BACKGBOUND 

Medicaid,  permanently  authorized  by  Title  XDC  of  the  Social  Security  Act, 
ia  a  Federal-State  matching  program  providing  medical  aaeiatance  to 
approximately  30  million  low-income  penona.  Every  State  except  Arizona 
participatea  in  the  Medicaid  program,  ai  do  the  Dietrict  of  Columbia,  American 
Samoa,  Guam,  Puerto  Rico,  the  Virgin  Iflanda,  and  the  Northern  Mariana 
If  landa.  (Arizona  currently  providea  federally  funded  medical  aaeiatance  through 
a  demonatration  program  that  hai  received  waivers  of  certain  Medicaid 
requirementa.)  Each  State  deaigni  and  adminiften  ite  own  Medicaid  program, 
letting  eligibility  and  coverage  atandarda  within  broad  Federal  guidelines.  At 
the  State  level,  Medicaid  ia  admini tiered  by  a  designated  finite  State  agency. 
Federal  overai^t  of  the  Medicaid  program  ia  the  reaponsibility  of  the  Medicaid 
Bureau  in  the  Health  Care  Financing  Adminietration  (HCFA)  within  the 
Department  of  Health  and  Human  Servicea. 

Traditionally,  eligibility  for  Medicaid  haf  been  linked  to  receipt  of  benefit* 
from  the  Aid  to  Familiea  with  Dependent  Children  (AFDC)  or  the  Supplemental 
Security  Income  (SSD  program.  Recent  changea  in  Federal  Medicaid  law  have 
aztendad  eligibility  to  target  population!  who  may  previouily  have  been 
unineured  for  health  expenaea.  Statae  are  now  required  to  cover  pregnant 
women  and  children  up  to  age  6  with  houaehold  incomes  up  to  133  percent  of 
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the  Fttfkral  ^cmtj  Itwl,  and  diUdrNi  agwi  6  to  19  and  bom  after 
S«ptombtr  30,  IMS  in  tuoSlim  with  tneomM  up  to  100  peroant  of  the  povarty 
level.  Statae  alao  are  raquired  to  paf  premiuma,  deductiblea,  and  eoinaurance 
for  low-income  anioUaea  in  Medicare,  the  Federal  program  for  the  aged  and 
di*»bUd.  At  the  State's  optioo,  other  iBedia%need|fpefaoiMiiM7  be  cov^^ 

States  are  required  to  provide  certain  baaic  aenricea  auch  as  boapital, 
physician,  or  prerentiTe  and  primaiy  health  care  aenrices  for  chUdren.  States 
may  elect  to  cover  additional  aenrieee  such  aa  preaeription  drtigi,  dental  care,  or 
podiatry.  Within  statutory  fuidelines,  Statea  are  free  to  develop  reimbursement 
methodolofisa  and  pfgrmant  levels  for  covered  aenricsa. 

Mwlicaid  FinanciBC  and  C^asidi^ 

The  Federal  share  of  expenditures  for  Medicaid  services  is  tied  to  a  formula 
inversely  related  to  the  aquare  of  a  State's  per  capita  income.  The  formula 
providee  a  hi|^r  Federal  matching  rate  to  Stat««  wiih  lower  per  capita  incomes. 
By  law,  matching  rataa  range  firom  50  percent  to  83  percent  of  a  SUte's 
ezpendituree  for  aervicea.  Matfhing  rates  for  administrative  costs  vaiy  by 
expenditure  category,  rather  than  by  State;  they  are  generally  GO  percent  but 
may  be  as  high  aa  90  percent  for  specific  items.  Hie  Federal  share  of  Medicaid 
accounta  for  about  57  percent  of  total  program  expenditures  and  is  appropriated 
from  general  funds. 

Becauae  Medicaid  is  an  entitlement  program,  appropriations  do  not  wholly 
govern  the  amount  spent.  Partidpating  States  are  entitled  to  receive  payments 
firom  the  Federal  Gov«mment  to  cover  the  Federal  share  of  outlays  for  aervices ; 
individuals  who  meet  Medicaid  eligibility  requirements  are  entitled  to  have 
States  pay  for  medically  neeesaaiy  covered  aei'»icea  provided  to  them.  Medicaid 
spending  is  determined  by  the  number  of  beneficiariee,  the  beneftta  offered,  and 
the  amount  of  reimbursement  for  aervices.  There  is  i»  limit  on  Federal 
Medicaid  paymenta  to  Statea. 

Under  the  Budget  Enforcement  Act  of  1990  (BEA)  (Title  Xm  of  the 
Omnibus  Budget  Reconciliation  Act  of  1990,  PX.  101<608),  Medicaid  spending 
is  subject  to  "psy-aa-you-go*  rulea  governing  entitlement  programs.  The  budget 
law  requirea  that  for  fiacal  years  I99I  throu|^  1995  any  legislative  changes 
must  be  at  least  dafidt  neutral.  Medicaid  legislation  that  would  increase 
spending  must  be  offset  by  spending  reductions  in  Medicaid  or  other  entitlement 
programs,  or  by  revenue  inrrsesM.  Other  factors  that  influence  Medicaid 
spending,  auch  as  economic  downturn  or  changaa  in  States'  eligibility  rules,  are 
not  affected  by  BEA. 

Medicaid  is  one  of  the  £Mteat  growing  itama  in  both  Federal  and  State 
budgeto.  Following  an  incraaae  of  27.8  percant  from  FY  1990  to  FY  1991,  the 
Office  of  Management  and  Budgst  (0MB)  projects  that  Federal  Medicaid  outlsys 
will  increaae  by  38  pereeot  balweeu  fiscal  yaara  1991  and  1992  and  by  another 
16.5  percent  in  FY  1993.  Tliaae  percentage  increases  are  associated  vrith  Federal 
spending  levels  of  52J»  billion  in  FY  1991,  and  projectioiM  to  $72.5 
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biUion  in  FY  1992  and  %64J5  biUion  in  FY  1993.  Total  Federal-SUtc  Medicaid 
•pending  ia  Mttmatad  at  $92.1  billion  in  FY  1991  and  projected  to  reach  $127 

biUion  in  FY  1992. 

According  to  the  0MB,  the  number  of  Medicaid  beneficiariee  bai  increaaed 
firom  23.5  million  in  1989  to  30  million  in  1992;  the  program  ia  projected  to 
•erve  31.5  million  in  1993.  The  eharp  increaae  in  ezpenditurea  ia  only  partly 
due  to  increaeea  in  caaeload.  Other  factor*  in  the  growth  include  general 
increaae*  in  health  car*  co*ta,  increaae*  in  reimburaement  rataa  for  Medicaid 
•enrice*,  and  special  p^ment*  to  boapitala.  State  program*  that  leveragsd  taxe* 
and  donation*  to  obtain  more  Federal  fUnd*  for  Medicaid  are  reaponaible  for  a 
part  of  the  recent  growth.  Several  State*  levied  special  aa*e**ment*  on  Medicaid 
provider*,  usually  hospitals,  or  accepted  donation*  from  them.  Used  as  a  jiortion 
of  a  State's  share  of  Medicaid  expenditures,  revenues  from  providers  generated 
Federal  Medicaid  matching  payments.  Some  States  then  repaid  the  providers 
their  donations  pl\is  the  Federal  funds.  Other  Statea  used  the  increased  Federal 
funds  for  gensral  Medicaid  spending.  These  State  financing  mechanisms  were 
curtailed  by  P.L.  102-234  which  (1)  requires  that  levies  be  broad-baaed 
(uniformly  imposed)  and  (2)  caps  the  proportion  of  State  Medicaid  spending  that 
can  be  financed  \jy  revenues  from  providers.' 

FY  1993  BUDGET 

Legislative  proposals  in  President  Bush's  budget  are  projected  to  reduce 
Federal  Medicaid  cosU  by  $104  miluon  to  $84,396  billion  in  FY  1993.  The 
reduction  represents  the  net  impact  of  proposals  to  finance  Medicaid  survey  and 
certification  aetivitie*  throu|^  user  fees,  increase  private  health  insurance 
collectiona  for  some  children,  and  encourage  AFDC  recipients  to  undertake 
entrepreneurial  sctivitie*  to  achieve  self-support  throu^  self^employment.  The 
table  below  summarise*  their  budget  impact 

TABLE  1.  Impactof  Budget  PropoMds  on  FY  1993 
Federal  Medicaid  Outlays 
($  in  thouasndi) 

Total  Fsdersl  paymentt,  atrrtnt  law 

liBgiBiative  proposak 

Survty  aad  Certification  Fund 

Net  impact  of  medical  child  support  enforcement  and  AFDC 
plen  for  edueving  Mlf-support  (PASS) 

Total  Federal  saving 

Net  Federal  outlays  


Source:  Prssidefit's  FY  1993  budget 


'The  law  describes  a  tax  as  uniformly  imposed  if  the  amount,  rate,  and/or 
base  for  the  tax  ia  the  same  for  all  sulyect  providers,  and  the  tax  does  not 
provide  for  .Tsdits,  deductions  or  exclusion*  that  have  the  effect  of  refunding  all 
or  a  jwrt^^a  of  the  tax. 


$84,500,234 

.90,000 

-6,000 
-104,000 
$84,396,234 
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Sorvvy  and  C«r«ifIo«tkMt  Fwi 

For  tfa*  tbM  cooMCUtivt  ywr,  the  Presdwt'i  budf^ 
HCFA  rtrolvinf  luod  to  cover  all  coats  of  aurvesr  and  cartification  actiTitiM  in 
Medicaid  (and  Kwiieart).  Nur«ncfiKUiti«e  and  certain  euppUerapartidpatiQg 
in  the  Medicaid  pcofraoi  are  aulsect  to  at  leeet  annual  eurrej  and  certification 
proceduree,  Statee  are  rei|ViiMflila  fbr  conduetinf  inflections  to  determine 
whether  providere  can  be  esrtified  aa  maetinf  the  stsodarde  and  conditions  for 
Medicaid  partidpatiott.  The  Federal  metrhing  rate  to  Statee  for  survey  and 
certification  activities  is  75  percent.  Under  the  propoaal,  each  provider  or 
supplier  requeetinf  Medicaid  cartificetiOD  would  pej  an  annual  user  fee  as  a 
condition  of  particqpatiao.  Fees  depoaited  into  the  revolving  fund  account  would 
be  available  to  paj  all  Fedscal  and  State  aurvajr  and  certification  eocts  as  well 
as  associated  HCFA  adminiatratm  eipenees.  This  change  would  make  survey 
and  certification  activitiea  eelf-auppotting  in  conformance  with  the  precedence 
set  for  certification  of  dinical  laboratoriee. 

Current  Medicaid  law  requires  Statee  to  ps^  hospitals  and  nursing  fadlities 
rates  that  are  reeeonable  and  adeqoata  to  meet  the  costs  incurred.  User  fees 
would  be  additional  allowable  eoeta  that  are  reimbursable  by  Medicaid  when 
payment  to  a  facility  ia  made  on  the  bcsie  of  costs  incurred.  Savingi  from  the 
change  would  be  the  net  diffetenoe  between  finandng  survey  and  certificatioa 
through  user  fees,  and  reimbursing  the  providers*  costa.  The  proposal  is 
estimated  to  result  in  a  net  Federal  aaving  of  $99  million  in  FY  1993. 

Encourage  EatrepraaaanUip 

AU  AFDC  redpients  must  be  covered  by  Medicaid.  A  proposal  in  the 
President's  FY  1993  budgK  for  AFDC  could,  if  enacted,  increase  the  number  of 
AFDC  redpienU  and  subsequently  tncreaae  Medicaid  costs.  President  Bush 
proposes  a  plan  for  adueving  aetf-aupport  (PASS)  for  AFDC  redpients.  To 
promote  entrepreneurial  activities  hj  AFDC  redpients,  the  President  proposes 
to  permit  Statee  to  ezdude  aone  income  and  reMurcea  from  calculations  of 
AFDC  eligibility.  Ezdusiona  would  be  available  for  redpients  who  developed, 
and  obtained  approval  of  a  plan  to  achieve  aelf-support  throu^  self- 
employment  Under  PASS,  finniliea  whoee  V  trees"  income  and  reeources  would 
have  Diade  them  ineligible  for  AFDC  could  retain  AFDC  and  Medicaid  benefits. 
The  President's  budget  does  not  indude  more  detail  about  PASS. 

Im]Mrofve  Madicsd  Siquimi  Vatomjmmmi 

A  child  who  is  covered  by  Medicaid  msy  also  be  covered  by  private  health 
insurance  that  is  carried  by  a  parent  who  does  not  have  custody  of  the  child  and 
is  not  in  the  same  bouaeboUL  Hie  Administration  proposes  to  strengthen 
medical  support  enforcameot  and  require  States  to  ensure  that  noncustodial 
parents'  health  insurance,  instead  of  Medicaid,  provides  medical  support  for 
thsir  children. 
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Tb«  projected  eombioed  impAct  of  propoMd  legUUtion  to  eDCounfe 
entr«pr«iMur«hip  among  AFDC  redpientf  and  to  ttrengthen  medical  child 
•upport  ia  |5  mUIion  in  FY  1993. 

Othar  Proponia 

In  addition  to  the  apecific  propoaala  deaeribed  above,  the  Preaident'a 
FY  1993  budget  mentiona  a  need  to  aupplement  the  pay>aa>you-go  rulea  of  the 
Budget  EnforceoMnt  Act  with  a  mechaniam  to  reatriet  the  'automatic'  growth 
of  entitlement  programa.  Without  projecting  aavingi  from  the  Medicaid  program 
in  partictilar,  the  Adminiatration  aaya  there  would  be  'enormoua'  aavinga  if 
mandatory  programa  were  permitted  to  grow  only  with  changea  in  the 
population  and  the  conaumer  price  indas. 

One  other  item  in  the  Adminiatration'a  budget  that  could  affect  Federal 
Medicaid  spending  ia  a  propoaal  to  replace  funding  for  individual  programa  with 
a  conaolidated  block  grant  to  Statea.  According  to  the  Adminiatration,  a  aimilar 
propoaal  made  in  the  FY  1992  budget  haa  been  modified  following  conaultation 
with  repreaentativea  of  State  and  local  govemmente. 

To  increaae  the  flexibility  Miat  SUte  and  local  govemmente  have  in 
managingtheir  programa,  the  Adminiatration  propoaea  to  conaolidate  a  number 
of  programa  into  a  block  grant.  Medicaid  adminiftrative  ezpenaea,  eatimated  at 
$2.6  million  in  FY  1992  and  $2.8  million  in  FY  1993,  ia  among  19  program 
candidatea  that  the  budget  liate  for  induaion  in  a  block  grant.  Other  candidate! 
include  Stete  administrative  expenaea  for  the  AFDC  and  Food  Stamp  programa. 
Thia  part  of  the  Adminiatration  *a  propoaal  parallela  a  propoaal  for  block  grant 
conaolidation  that  waa  made  hy  the  National  Govemora'  Aaaodation  (NGA)  in 
April  1391.  At  that  time,  the  NGA  expreaaed  aupport  for  a  pilot  project  m  5  to 
10  Stetea  for  conaolidated  grant  adminiatration  of  AFDC,  Food  Stamp,  and 
Medicaid  adminiatrative  expenaea.  For  block  grante  in  genera],  the  NGA 
requested  funding  guaranteed  over  5  yeara  at  levela  agreed  to  among  the  SUtea, 
Congreaaj  and  the  Adminiatration.  The  Administration  propoaea  to  phaae  in  a 
block  grant  over  a  5-yeftr  period  using  a  funding  formula  that  would 
approximate  current  funding  diatribution  levela  to  individxial  Stetea. 
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SUMMABY 

While  co«tt  of  the  Militarf  Health  Senrioee  Sjetem  (BfKSS)  m  «  whole  have 
increased  tignificantly  in  raeant  yaaiVf  the  eoeta  of  the  Civilian  Health  and 
Medical  Program  of  the  UoifoniMd  S%nkm  (CKA]IPUS>~a  eooatituent  part  of 
the  liCHSS^have  akTrodcated.  The  Taaeone  foe  thm  aharp  incraaeee  include  (1) 
a  larger  nuniber  of  henffiriariea,  (2)  hi^ier  uaaga  ratea,  (3)  greater  per  capita 
cocta,  (4)  atart>up  coata  of  new  management  initiatiTae,  iS)  expenaea  created  by 
new  technologiea,  (6)  higher  henafiriafy  axpactatiopa,  aod  (7)  a  heoeCt  structure 
that  encouragea  ineCBdeot  uaa  of  eetiain  aarvioaa.  Other  iwuea  beeidea  coete 
have  confronted  Cosigreae  and  Department  of  Defense  COOD)  administrators. 
These  include  beneficiary  dissatisfaction,  the  budget  proccas^  and  the  role  of 
Congress  in  overseeing  these  health  care  progrsma. 

In  order  to  reduce  cost  growth  and  otherwise  improve  management  of  the 
MHSS,  DOD  has  propoaed  creating  a  lystem  of  coordinated  care.  In  essence, 
this  system  will  create  a  *health  network*  approach  to  encourage  patient  use  of 
military  hospitals  and  preferred  civilian  networka  (who  share  the  risks  for  unit 
cost  and  volume).  In  addition,  Congrsas  has  taken  action  to  address  many  of  the 
current  problems.  These  induda  the  enactment  of  laws  that  provide  for  (1) 
placing  separate  limits,  cost-aharing  and  deductiblea  on  CHAMPUS  mental 
health  benefiU;  (2)  incraasing  the  individual  and  &mily  CHAMPUS  deductibles 
for  most  dependents  and  retirees;  (3)  expanding  DOD*s  authority  to  collect  from 
third'party  insurers  for  servioas  provided  at  Militaxy  Treatment  Facilities 
(MTFs);  (4)  requiringbetter  management  of  reforms;  and  (5)  limiting  reductions 
in  medical  personnd  levels  and  fadlitiaa* 

These  initiatives  and  changes  in  the  MHSS  may  have  a  number  of 
important  implications.  First,  k)cal  oommanders  will  need  substantial  training 
to  interface  with  civilian  providers  in  competitive  health  care  environments. 
Second,  risk-aharing  and  increased  deductibles  are  politically  contentious.  Third, 
while  many  of  tbeae  changes  are  justified  in  terms  of  bringing  benefits  in  line 
with  what  is  currently  available  in  the  civilian  aector,  reducing  the 
attractiveness  of  these  benefits  may  have  an  effect  on  recniiting  and  retaining 
quality  personnel.  Fourth,  limits  on  CHAMPUS  mental  health  care  may  be 
viewed  as  arbitrary  and  medically  unjustified.  Fifth,  pursuing  third-party 
insurers  could  be  viewed  as  forcing  the  private  sector  to  aasume  DOD's 
responsibilities.  Sixth,  by  not  including  Medicare  in  the  coonUnated  care 
concept,  it  is  possible  that  this  policy,  coupled  with  military  budgetary 
limitations,  may  have  the  effect  of  forcing  those  over  64  years  of  age  out  of  the 
MHSS  and  into  Medicare. 


Reprinted  from  Military  Health  Care/CHAMPUS  Management  Initiatives,  by 
David  F.  Burrelli.  Washington,  Congressional  Research  Service,  1991.  27  p. 
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MaiTARY  HEALTH  CABE/CHAMPUS 
MANAGEMENT  INITIATIVES 


INTRODUCTION 

The  cofU  of  the  MiliUxy  Health  Service*  Sytt«m  (MOHSS),  «t  •  whole,  have 
increased  tigniCcantly  in  recent  years.  Within  this  system,  the  Civilian  Health 
and  Medical  Program  of  the  Uniformed  Services  (CHAMPUS),  has  experienced 
even  more  dramatic  cost  growth.  CHAMPUS  is  the  Department  of  Defense's 
equivalent  of  a  civilian  health  insurance  plan.  In  fiscal  year  (FY)  1985,  the  cost 
of  the  CHAMPUS  program  was  $1.36  billion.*  By  FY  1989,  it  had  risen  to 
$2.74  billion-a  101  percent  jump.'  In  order  to  pay  for  the  cost  increase, 
Congress  has  provided  the  Department  of  Defense  (DOD)  with  either  (1) 
supplemental  funds  (additional  to  amounU  stipulated  in  regular  annual  DOD 
appropriations  acts)  or  (2)  authority  to  transfer  funds  from  either  DOD 
programs.  To  gain  a  greater  measure  of  control  over  cost  growth,  both  Congress 
and  DOD  have  undertaken  a  number  of  initiatives  which  may  have  an  impact 
on  the  delivery  of  health  care  services. 

This  report  briefly  describes  CHAMPUS,  its  background,  and  its  role  in  the 
overall  Military  Health  Servicea  System.  It  also  examines  some  of  the  mtyor 
issues  facing  MHSS  administrators  and  congressional  oversight  committees,  as 
well  as  the  steps  being  taken  by  key  players  to  strengthen  and  improve  the 
program.  Further,  the  report  comments  briefly  on  some  of  the  broad  economic, 
military,  and  political  implications  of  recent,  and  possible  future,  changes.  It 
does  not  discuss  specific  CHAMPUS  or  MHSS  coverage  for  individual  care. 


Background 

The  primary  mission  of  the  Military  Health  Services  System  (MHSS)  is  to 
maintain  the  health  of  military  personnel  so  that  these  personnel  can  carry  out 
their  missions  and  to  be  prepared  to  deliver  health  care  during  time  of  wax.  In 
support  of  those  in  uniform,  the  military  medical  system  also  provides,  where 


'U.S.  Department  of  Defense.  Office  of  Civilian  Health  and  Medical  Program 
of  the  Uniformed  Services  (OCHAJ-fPUS),  CHAMPUS  (^artbook  of  Statistics, 
Aurora,  CO,  Dec.  1985:  III-3. 

^S.  Department  of  Defense.  Office  of  Civilian  Health  and  Medical  Program 
of  the  Uniformed  Services  (OCHAMPUS),  CHAMPUS  Charibook  of  Statistics, 
Aurora,  CX),  Aug.  1990:  ni-3. 
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available,  health  care  to  active  duty  dtpendenta,  retireec  and  retirees' 
dependent*.  Hereafter,  the  uaa  of  the  term  'dependent**  refers  to  the 
dependents  of  both  active  duty  and  retired  personnel  unless  otherwise  stated.' 

Health  care  for  retiraes  and  dependents  has  always  been  considered  a 
somewhat  ancillary  function  of  the  military  health  care  lystem.  Prior  to  1956, 
the  statutory  authority  to  provide  health  care  to  retirees  and  dependents  was 
not  clear. 

The  Dependents*  Medical  Care  Act  (Public  Law  S4-569;  June  7, 1956;  70 
Stat  250)  described  and  defined  retiree/dependent  eligibility  for  health  care  at 
military  medical  facilities  as  being  on  a  space  available  basis.  Thus,  for  the  first 
time,  the  dependents  of  active  duty  personnel  were  entitled  to  health  care  at 
militaty  medical  fiKilities  on  a  spaca  available  basis.  Authority  was  also 
provided  to  care  for  retirees  and  their  dependents  at  these  facilities  (without 
entitlement)  on  a  space  available  basis.  This  legislation  also  authoriied  the 
imposition  of  charges  for  outpatient  care  for  such  dependents  as  determined  by 
the  Secretary  of  Defense.  AlUiou^  no  authority  for  entitlements  was  extended 
to  retirees  and  their  dependents,  the  availability  of  health  care  was  almost 
assured  given  the  small  number  of  such  persons.  Therefore,  while  not  legally 
authorized,  for  many  the  "promise*  of  'free*  health  care  *for  life*  was 
functionally  true.  This  *promiie,*  it  is  widely  believed,  was  and  continues  to  be 
a  useful  tool  for  recruiting  and  retention  purposes. 

On  September  30,  1966,  (ingress  passed  the  Military  Medical  Benefits 
Amendments,  1966  (PX.  89^14;  80  Stat  862).  As  explained  in  a  subsequent 
committee  report: 

.  .  .  Congress  recognized  The  Fading  Promise*  to  retired  military 
personnel,  as  well  as  the  pli^t  of  dependents  of  active  duty  members 
who  were  located  away  from  military  medical  fadlities  and  passed  the 
CHAMPUS  program  to  be  effective  the  first  day  of  1967.  This 
legislation  also  resulted  from  the  comparatively  disadvantageous 
position  in  which  the  military  dependents  and  retirees  were  placed, 
with  Federal  government  employees  [sic]  health  plans  blossoming 
profusely,  while  the  ability  of  militaty  fjtdlities  to  provide  health  care 
for  all  concerned  was  diminishing.^ 

Specifically,  this  1966  legislation  authorized: 

(1)  an  expanded  hospitalization  program  and  a  new  outpatient 
program  [in  civilian  Cscilities]  for  dependents  of  [personnel  in]  the 
uniformed  services  on  active  duty; 


*See  the  Gloasaiy  at  end  for  a  description  of  eligible  dependents. 

^U.S.  Congress.  House.  Committee  on  Armed  Services,  Subcommittee  No.  2, 
CHAMPUS  and  Military  Health  Care,  9drd  Cong.,  2nd  Sees.  Washington,  D.C., 
Dec.  20, 1974:  12. 
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(2)  A  new  botpitalizAtion  and  outpatient  program  [uiingi  civilian 
•ourcea  for  retired  military  membert»  their  tpouaea  and  children,  and 
the  flpouMa  and  children  of  decaaaad  retired  member*  and  of  daceaaed 
active  duty  memberf ; 

(3)  an  expaneion  of  care  in  militazy  hoapital  facilitiee  for  all  catefforiee 
of  dependents^  to  include  treatment  for  nervoue  and  mental  diaordert 
and  chronic  conditioner  and, 

(4)  a  fpedaliied  program  of  financial  aaaiitance  for  members  of  the 
uniformed  service  on  active  duty  whose  spouse  or  children  are  either 
mentally  retarded  or  physically  handicapped.* 

In  effect,  CHAMPUS  became  and  remains  the  militazy  equivalent  of  a 
health  insurance  plan,  run  by  the  DOD  for  the  dependents  of  active  duty 
personnel,  military  retirees  and  the  dependents  of  retirees,  and  unmarried 
dependent  children  or  unremarried  spouses  of  deceased  service  personnel  or 
retirees.  Active  duty  personnel,  who  receive  all  their  care  via  Military 
Treatment  Facilitiei-MTFs.  are  not  eligible  to  receive  health  care  coverage 
under  CHAMPUS.  Retirees  remain  eligible  to  receive  CHAMPUS  benefits  until 
they  become  eligible  to  receive  Medicare  (Fart  A)  -  usually  at  a^e  65. 

Initially,  CHAMPUS  was  designed  to  provide  benefits  equivalent  to  those 
available  to  Federal  employees  under  the  Blue  Cross/Blue  Shield  hig^  option 
plan.  Unlike  private  insurance  plans,  CHAMPUS  does  not  require  the  payment 
of  monthly  premiums  by  beneficiaries.*  Congress  has  made  relatively  few 
changes  in  the  CHAMPUS  program  during  its  first  two  decades.^ 

While  eligible  beneficiaries  may  receive  medical  care  at  military  facilities, 
this  care  is  not  always  available  because  of  limited  space  or  limited  types  of 
services  provided  at  the  particular  location.  Another  restricting  factor  mig^t  be 
the  long  distance  a  beneficiary  would  have  to  travel  to  reach  a  facility. 
CHAMPUS  has  provided  cost-sharing  benefiu  (both  CHAMPUS  and  the 
bcneCciaiy  sharing  responsibility  for  the  payment  of  care  received)  for  covered 
benefiu  received  from  civilian  health  care  providers  (subject  to  CHAMPUS 
regulations).  One  of  those  regulations  says  that  if  beneficiaries  need  non- 
emergency inpatient  care  and  live  within  certain  7S?  codes  (catchment  areas) 
surrounding  the  military  medical  Cscility  (or  a  50-mile  radius  in  Europe),  they 
must  first  seek  inpatient  care  at  that  militazy  nodical  facility  and  must  have 


*U.S.  Congress.  Senate.  Armed  Services  Committee,  89th  Cong.,  2nd  Sees., 
S.  Kept.  No.  1434.  Washington,  D.C.,  GPO. 

*For  a  more  in  depth  discussion  of  (CHAMPUS  rules  and  benefits,  see  U.S. 
Department  of  Defense,  (XJHAMPUS,  CHAMPUS  Handbook,  Aurora,  CO,  July 
1990. 

^Changes  that  were  made  included  broadening  the  definition  of  eligible 
dependents;  former  spouses  were  later  included,  for  sjumple. 
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a  aigned  document  (DoaavaiUbility  ftat«m«ot)  stating  that  inpatitnt  care  was 
not  available  at  that  militaiy  bality  before  CHAlfPUS  will  coat^bare  tbeir 
inpatient  care  at  a  dvilian  CMtlity.  A  nooayailabilitj  etatement  doee  not  mean 
that  CHAMPUS  will  pigr  for  health  care  out«de  the  military  medical  servicea 
tystem  ~  the  care  received  must  aleo  be  corered  by  CHAMPUS.  Nonavailability 
•tatemente  are  not  required  for  outpatient  aervieee  provided  under  CHAMPUS. 
Althou^  the  military  encouragee  benefidariea  to  utilize  military  aourcoe  of 
health  care,  there  ia  no  requirement  that  th^  do  eo.  Becauae  of  the  variety  of 
eourcea  of  care,  it  ia  difCeult  to  predict  who  (retiree  or  dependent)  will  receive 
outpatient  care  and  where  (CHAMPUS  or  MTF)  thia  care  will  be  provided. 

Under  (7KAMPUS,  beneCdariee  pi^r  part  of  the  coata  of  allowable  medical 
care  received.  The  amount  paid  depende  on  a  number  of  iacton  including  the 
beneficiary'a  etatua  (dependent  of  active  duty  meinber,  retiree,  or  the  dependent 
of  a  retiree),  the  type  of  care  received  (inpatient  or  outpatient)  and  whether  or 
not  the  pbyeician  or  hoepital  accept*  CHAMPUS  aeeignment.*  In  the  latter 
case,  the  payer/beneflciaiy  ia  reimbursed  by  CHAMPUS  only  for  CHAMPUS- 
allowable  charges  and  services,  which  may  vary  from  those  actually  billed. 
Providers  who  participate  in  CHAMPUS  agree  to  accept  the  (3IAMPUS 
'allowable  charge*  as  their  full  fee.  In  certain  areas,  the  availability  of  programs 
under  the  CHAMPUS  Reform  Initiative  may  affect  health  care  costs  (see  CRI  in 
the  Gloesary).* 

Under  coet-sharing  provisions,  CHAMPUS  pays  a  proportion  of  "reasonable" 
charges.  Since  (7HAMPUS  pays  a  proportion  and  not  a  Gzed  amount,  increases 
in  medics]  costs  in  the  civilian  sector  equate  to  increased  payments  by 
CHAMPUS  and  possibly  the  beneficiary,  even  thou|^  the  percentage  paid 
remains  the  same.  BeneHciaries  must  pay  a  deductible  before  CHAMPUS  begins 
to  cost-share. 

Protection  against  the  potentially  financial  catastrophic  results  of  care  were 
implemented  to  limit  the  out-of-pocket  expenses  of  beneGciaries.  On  October  1, 
1987,  "catastrophic  caps"  were  placed  on  CTHAMPUS  to  limit  annual  out-of- 
pocket  expenses.  The  limits  for  active  duty  CsmiHes  and  retiree  fsmilies  are 
tlfiOO  and  $10,000  per  year,  respectively.'^ 


'Health  care  providers  who  participate  in  (CHAMPUS,  or  accept  assignment, 
agree  to  accept  the  CHAMPUS  allowable  charge  (including  any  cost  ahare  and 
deductible)  as  the  full  fee.  T  'or  a  discussion  of  fees,  deductibles  and  coft-sharing, 
see  U.S.  Department  of  Defanss,  CHAMPUS  Handbook,  Aurora  CO  (updated 
annually). 

*CHAMPUS  Reform  Initiative  -  a  program  aimed  at  reducing  medical  costs 
to  both  beneflciariea  and  the  government  throu^  the  use  of  discounted  heslth 
care  to  patients  who  choose  firom  a  pre-approved  liat  of  doctors  who  have  agreed 
to  limit  their  charges. 


'•P.L.  100-180;  Dec.  -4, 1987;  101  SUt,  1019. 
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In  recent  yean,  CHAMPUS  mdmimttraton  and  congreMional  overttgbt 
committee*  have  been  confronted  with  a  number  of  problem*  and  iaeuee.  The 
meet  eignificant  of  tbeee,  undoubtedly,  U  coet  growth.  ThU  ieeue  as  well  as 
several  other  key  concemi  are  difciueed  in  greater  detail  in  the  following 
•action. 

MAJOR  ISSUES 

Coato 

As  the  number  of  retirees  and  dependents  has  increased,  so  has  the  cost  of 
operating  CHAMPUS.  In  addition,  those  who  live  near  military  facilities  have 
often  been  forced  to  use  CHAMPUS  because  of  a  lack  of  available  space  or  a  lack 
of  servicee  at  these  facilities.  Finally,  the  shortage  of  military  medical 
professionals  has  also  forced  many  retirees  and  dependents  to  turn  to 
CHAMPUS  rather  than  seek  more  cost-effective  care  at  a  military  facility. 

When  originally  enacted  in  1966,  the  House  Armed  Services  Committee 
(HASC)  estimated  that  the  cost  of  running  CHAMPUS  in  its  first  year  would  be 
$142  million  (actual  first  year  cost:  $166  million).  At  reported  almost  ten  years 

later: 

.  .  .  coets  increased  at  an  alarming  rate,  so  that  in  FY  1975  the 
CHAMPUS  budget  was  $509  million,  an  increase  of  300  percent  over 
the  1966  cost." 

In  FY  1965,  coeU  reached  $1.4  billion  and  by  FY  1969  the  total  coets  were  $2.7 
billion.  From  FY  1967  through  FY  1989,  total  Federal  outlays  (controlling  for 
inflation)  grew  by  89  percent:  CHAMPUS  spending  for  this  same  period  grew 
by  361  percent.  In  other  words,  CHAMPUS  spending  in  constant  dollars 
increased  at  a  rate  nearly  four  times  that  of  Federal  outlays  (see  Table  1  on  the 
following  page).  Overall  medical  cost  increases  in  the  military  (direct  care  and 
CHAMPUS)  have  been  roughly  equivalent  to  those  seen  in  the  civil  sector. 
According  to  the  Assistant  Secretary  of  Defense  for  Health  Affairs,  Enrique 
Mendez,  '(0)f  note  is  the  fact  that  the  military*s  rate  of  health  care  cost  growth 
has  tracked  the  civilian  rate  very  closely  for  the  last  several  years.  Indeed,  the 
military  health  costs  have  risen  at  a  slightly  slower  rate  than  the  civilian  costs 
since  1965:  65%  compared  to  almost  58%."'^ 

The  reasons  for  these  rapid  increases  in  costs  are  numerous.  First,  the 
number  of  eligible  beneficiaries  has  increased  substantially.  The  number  of 
retiiees  and  their  dependents  has  increased  from  2.4  million  in  1964  to  3.2 
million  in  1974'*  to  nearly  6.2  million  in  1990."  Currently,  there  are  a  total 
of  9i2  million  military  medical  beneficiaries  (including  active  duty  personnel  and 


"U.S.  Congress.  House.  Committee  on  Armed  Services,  1974: 15. 

'Mendez,  Enrique,  Assistant  Secretary  of  Defense  for  Health  Affairs,  77th 
Interagency  Institute  for  Federal  Health  Care  Executives,  Washington.  D.C., 
Sept.  17, 1969:  9. 

'^.S.  Congress.  House.  Committee  on  Armed  Services,  1974:  4. 

"Mendez,  77th  Interagency  Institute,  Washington.  D.C.,  Sept.  17, 1989: 13. 
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retireet  ov«r  65/wfao  tat  not  eligible  for  CHAMPUS).  The  number  of 
CHAMPUS-tUgioIe  beneGdanet  if  i^prcadmAUly  6  million. 

Second,  health  care  if  being  uaed  with  greater  frequency.  From  FY  ISSi- 
FY  1968  the  number  of  outpatient  visiU  covered  by  CHAMPUS  increaeed  from 
4,576,111  to  8,568,455.  During  this  same  period,  the  number  of  botpital  days 
increaeed  from  2,215,885  to  2,639,632.  It  iw  notable  that  during  thia  tame  period 
the  average  length  of  etay  actually  decreased  from  7.8  to  7.3  *-  more 
admissions  for  shorter  stays.'*  In 
part,  the  increase  in  the  utilization 
rates  of  health  care  is  due  to  the 
aging  of  the  military  beneficiaxy 
population.  Older  benefictaries  tend 
to  have  higher  admission  rates  to 
hospitals  and  may  displace  younger 
beneficiaries  at  Military  Treatment 
FaciliUes  (MTFs).  CHAMPUS  per 
capita  costs  have  increased  from 
$213  in  FY  1985  to  $432  in  FY 
1989." 

The  fact  that  these  CHAMPUS- 
eligible  beneficiaries  may  use 
military  health  care  facilities  'places 
a  tqueexe  on  active  duty  families, 
operational  missions  of  ...  militazy 
facilities  and  staHs  often  result(ing) 
in  scaled  back  capabilities  axid 
interruptions  in  care.'" 

Third,  in  some  cases,  cost  growth  can  be  attributed  to  a  decrease  in  work 
load  at  military  medical  facilities:  military  facilities  may  not  have  sufficient  staff 
personnel,  or  may  be  shut  down  entirely.  Eligible  dependents  who  are  unable 
to  receive  care  at  military  medical  facilities  turn  to  the  more  expensive 
CHAMPUS  plan.  The  availability  of  medical  professionals  can  be  acutely 
affected  by  incidents  such  as  the  Persian  Gulf  war  where  large  numbers  of 
military  medical  personnel  are  deployed,  leaving  only  a  limited  number  of 
personnel  at  home  to  care  for  active  duty  personnel.  In  the  long  run,  the 
mobilization  of  medical  rsaervists  to  take  the  place  in  MTFs  of  deployed 
personnel  (i.e.,  backfill)  may  have  helped  to  alleviate  medical  personnel 


ToVj^  CHAMPUS  Coats 
for8elact«dY«M»* 

(In  current  $  millions) 


1965 

$166 

1970 

280 

1975 

509 

1980 

712 

1985 

1371 

1987 

1963 

1989 

2755 

1990 

3182 

*  Data  from  1970.  1960.  19ft5,  1M7.  1989 
«nd  1990  sr*  from  OCHAMPUS  and  msy 
ciifTar  tli^^y  Croo  Umm  <UU  r«poit*d 
timmhtn. 


^•See  CHAMPUS  Chartbook,  March  1989:  VI-23,  VI-15,  and  VI-IS. 
^•See  CHAMPUS  Chartbook,  Aug.  1990:  IV-17. 

"Mender,  Enrique,  Assistant  Secretary  of  Defense  for  Health  Affairs, 
CHAMPUS  Reform  Initiative  Executive  Conference,  U.S.  Naval  Training  Center 
San  Diego,  CA,  Oct.  26, 1990. 
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•hortagec  at  MTFt  that  would  otherwiae  hjtve  cauMd  betMficiuie*  to  be  diverted 
to  CHAMPUS. 

Fourth,  during  recent  ye«rt,  new  initiativee  designed  to  reatrain  coata  have 
caused  coat  increaaea  in  the  abort  run.  Start  up  coata  include,  but  are  not 
limited  to,  funda  apent  for  adminiatrative  changea,  education  and  public 
awfireneaa,  aa  well  aa  contracting.  Theae  initiativaa  are  generally  deaigned  to 
restrain  coat  growth  and  are  not  expected  to  reduce  coata  but  rather  curtail  the 
rate  of  coat  growth." 

Fifth,  technological  improvementa  generally  increase  (not  decrease)  overall 
health  care  coats.  Expensive  t-ctt^ng  proc^^ures,  such  aa  Computerized  Axial 
Tomography  (CAT  acans)  and  it^gnetic  Reaooance  Imaging  (MRIs),  boost  costs. 
Procedures  or  therapies  that  increase  longevity  for  certain  illnesses  without 
curing  the  illness  may  also  increase  costs.  This  is  true  in  the  case  of  the  drug 
AZT  and  AIDS,  for  example. 

Sixth,  increased  patient  expectations  also  have  acted  to  boost  costs. 
Today's  patients  are  better  informed  and  expect  to  benefit  from  a  broad  array 
of  sophisticated  and  costly  medical  services.'* 

Seventh,  the  benefit  structure  of  CHAMPUS  and  military  health  care  is 
more  generous  than  that  available  in  the  civil  sector.  This  generosity  has 
encouraged  use  above  and  beyond  the  rate  in  the  civil  sector  in  certain  areas 
such  as  mental  health.  For  example,  it  was  found  that  the  structure  of  these 
benefits  provided  an  incentive  to  use  costly  inpatient  care,  even  when  outpatient 
care  would  be  more  appropriate.^ 

Illegal  activities  have  not  been  reported  to  be  significant  contributors  to 
increasing  costs.  Few  cases  of  fraud  or  abuse  have  been  detected,  and  measures 
have  been  adopted  to  avoid  them.  According  to  the  CHAMPUS  Office  of 
Program  Integrity,  which  monitors  reports  of  fraud  and  abuse,  297  cases  were 
finalized  (investigated  and  closed)  in  1989." 


"For  example,  the  U.S.  Comptroller  General  reported  that  by  using 
contracting  strategies  (e.g.  Project  Restore)  'CHAMPUS  costs  will  be  reduced  by 
$43  million  in  fiscal  year  1990  after  an  expenditure  of  about  $25  million  [start 
up  costal  on  the  projects."  UjS.  Comptroller  General,  General  Accounting  Office, 
Defense  Health  Care:  Potential  for  Savings  by  Treating  CHAMPUS  PatienU  in 
MUitary  Hoapitals,  GAO/HBD.90-131,  B.240716,  Sept.  7, 1990:  29. 

'*See  Mendex,  77th  Interagency  Institute. 

^win/ICF,  Analysis  of  CHAMPUS  Mental  Health  Policies,  Submitted  to: 
Department  of  Defense  Health  Affairs  Health  Program  Management,  June  7, 
1990. 


"See  CHAMPUS  Chartbook,  Aug.  1990:  IV-21. 
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B«n^krUry  DiMfttiaf actkw 

A  Mcond  are*  of  concern  U  benafieUzy  ditMtitfftion.  Becmiue  tniliUiy 
personnel  are  r— wifnwi  routinely,  and  becauee  the  availability  of  medical  care 
eerricee  variea  trom  location  to  location,  eerviota  available  at  a  prerioue 
aaeignment  maty  be  unavailable,  or  available  to  a  leeter  extent,  at  the  current 
aeeignment  Comparieoni  tend  to  hi^i^t  current  'deficiendee.''  Thie  doee  not 
mean  that  this  care  is  perfect  or  abeolut^  deficient  Instead,  it  emphasises  the 
peychological  effect  of  relocation  and  variations  in  care  available.  Ironically, 
althou^  DMxvt  eervice  members,  retirees,  or  their  families  can  deecribe  problems 
they  have  encountered,  ma^y  are  interested  in  expanding  the  availability  of  care 
via  DOD." 

Many  of  the  complaints  against  CHAMPUS  are  specific  in  nature  and 
would  be  viewed  as  "problems'  in  other  health  care  programs.  Tbeee  are: 

•  finding  physicians  who  accept  CHAMPUS  payments; 

•  non-coverage  of  experimental  procedures; 

•  late  reimbursement  to  physicians  or  beneficiaries; 

•  not  all  physician  'mandated'  care  is  covered  (some  patients  believe  that 
a  nonavailabilily  statement  is  a  voucher  for  services  th^  received  to 
be  covered  by  CHAMPUS); 

•  "fai^'  out-of-pocket  expenses.  (Althou^  there  are  catastrophic  cape 
to  limit  out-of-pocket  expenses,  medical  costs  can  be  a  significant 
portion  of  a  family's  budget) 

Many  of  these  problems  are  the  result  of  a  lack  of  understanding  of  what 
benefits  are  available. 

Dissatisfaction,  however,  can  be  a  healthy  means  of  acknowledging  where 
deficiencies  may  exist  The  growth  in  demand,  for  example,  has  itself  created 
management  problems  in  that  it  has  become  difficult  to  deal  efficientiy  with  an 
expanding  population  of  beneficiaries  who  themselves  are  using  CHAMPUS  at 
a  greater  rate.  Tbeee  problems  create  administrative  delays  in  the  services 
rendered  by  CHAMPUS.  While  beneficiaries  continue  to  receive  care, 
reimbursement  has  been  delayed  significantiy.  In  order  to  expedite  claims 


*^S.  Congress.  House,  Committee  on  Armed  Services.  Militaiy  Peraonnel 
and  Compensation  Subcommittee,  Hearing  Militaiy  Medical  Care,  100th  Cong., 
1st  Seas.,  HASC  Kept  100-4S,  Washington,  D.C.,  1987. 
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proceMing,  CHAMPUS  Iiu  contr«ct«<l  with  eivilUn  iniurert  such  af  Blue 
CroM/Blue  Shield  to  proc«M  cUimi  more  efficiently.* 

Bote  of  CongTiM 

Since  CongreM  inllueDce*  and  baa  eome  level  of  control  over  xmlitaiy  health 
care,  complaint*  are  directed  to  political  leadera  for  'corrective  action.*  Congreas 
baa  a  difficult  role  when  compared  to  poli^makera  in  the  private  health  care 
sector.  Few  private  insurance  Chief  Executive  Officers  (CEOa)  can  be  voted  out 
of  office  by  their  policyholders  -  they  are  answerable  only  to  their  shareholders. 
Most  private  care  insurers  or  providers  are  primarily  concerned  with  the 
economics  of  providing'  care  -  what  can  be  provided,  at  what  cost/proCt,  etc. 
Congress  is  faced  w^  the  reality  that  many  military  members,  retirees  and 
dependents  believe  that  military  health  ears  is  finse  and  guarantaed  for  life. 
While  this  latter  assumption  in  not  true  in  terms  of  entitlements  actually 
authorized  by  statute,  this  still  tends  to  color  the  reform  debate.  Congress  must 
address  both  the  economics  and  politics  of  providing  care.  Thus,  for  Congress, 
the  decision  of  what  care  to  provide,  who  may  receive  this  care,  how  it  is 
delivered,  and  so  on  is  often  influenced  by  expectations  and  economic  (as  well 
as  medical)  concerns.  A  decision  may  be  politically  sensible,  but  economically  or 
medically  controversial.  Conversely,  other  programs  or  issues  may  themselves 
be  politically  problematic  -  Medicare  catastrophic  care  or  abortion.  Therefore, 
Congress  is  in  a  position,  vis-a-vis  CHAMPUS  oversight,  that  is  quite  different 
from  the  position  of  those  managing  private  or  even  other  public  health  care 
programs. 

In  addition^  military  health  care  has  a  role  in  a  larger  context  ~  national 
defense.  Congress  needs  to  consider  that  the  nature  of  military  service  and  the 
burdens  it  places  on  service  members  and  their  families  is  arguably  different 
from  those  in  civilian  employment  situations.  The  types  of  health  care  services 
available  to  members  of  the  armed  forces  are  often  justified  in  terms  of  the 
unique  role  of  the  armed  forces  in  general,  as  well  as  the  unique  role  of  health 
care  in  the  context  of  the  military. 

Budget  ProoeM 

Finally,  the  budget  process  itself  has  created  problems  in  recent  years.  In 
budgetary  terms,  CHAMPUS  is  an  account  to  which  funds  are  annually 
appropriated,  but  which  incurs  obligations  as  benefits  are  used.  It  is  important, 
therefore,  that  the  amount  of  money  requested  and  appropriated  closely  match 
the  expected  costs  of  these  benefits.  According  to  the  House  FY  1991 
Authorisation  report:  *Tbe  DOD  has  repeatedly  failed  to  include  adequate 
funding  for  CHAMPUS  in  budget  submissions  ...  The  committee,  therefore, 
directs  the  Secretary  of  Defense  to  ensure  that  future  budget  submissions  are 


^^See  U.S.  Congress.  House.  Committee  on  Armed  Services,  Hearings, 
Military  Medical  Caie,  100th  Cong.,  2nd  Sess.  HASC  Kept.  100-122,  Washington, 
D.C.,  1989. 
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bMed  OD  an  aocurmte  pitilection  of  utUizAtioo  ratet  and  reflect  a  realistic 
ettimaU  of  the  true  eoat  of  the  CHAUPUS  program.*^ 

Direct  reepooaibtlitjr  for  theee  budget  problema  can  be  attributed,  in  pert, 
to  both  the  Department  of  Dcfenae  and  Congreae.  A  patUm  teen  in  the  budget 
procaee  in  recent  yean  ia  ae  foUowa: 

•  DOD  eubmiU  a  budget  apparently  not  able  to  precisely  project  who 
will  receive  care,  where,  or  firom  whom;  the  budget  repreeenU  an 
undereatimate,  given  the  anormoue  growth  rate  in  the  program; 

•  Congreee  underfunda  thii  budget; 

•  By  the  fourth  quarter  of  the  FY,  CHAMPUS  ia  out  of  funds; 

•  DOD  approaches  Congreaa  for  eupplemental  funding; 

•  Congreea  provides  transfer  authority,  supplemental  appropriations 
and/or  DOD  carriea  over  costs  to  the  next  fiscal  year; 

•  Supplemental  aopropriations,  the  reprogramming  of  funds  from  other 
DOD  programs,  or  carryovers  are  used  to  cover  CHAMPUS  obligations. 

According  to  the  VS.  General  Accounting  OfHce,  CHAMPUS  budget 
shortfalls  from  fiscal  year  1965  throufi^  1989  totalled  (1.6  billion.  Table  2 
shows  the  budget  shortfall  in  each  of  these  years  as  well  as  the  method 
employed  to  finance  each  fiscal  sbortflill.  Underestimating,  underfunding, 
carryovers,  supplemental  appropriations,  and  transfer  authorities  have  tended 
to  obscure  and  delay  solutions  to  these  budgetary  problems.^ 


How  CHAMPUS  SbortfaUi  W«r*  Flnuoad.  FY  lMft48 


PiacaJ 

Budftt 

lUprof- 

SuppUmcnUJ 

C«nyovtr 

Xuc 

ShflcUtU 

IpDroDriatioa 

tanert  v«»r 

1965 

27J 

1M6 

960.0 

100.0 

260.0 

1967 

610.7 

425.0 

185.7 

1966 

629.0 

629.0 

1969 

262.0 

162^ 

90.7 

t  US,  OAO,  Futiding  SlkortfalU:  10. 

^U.S.  Congress.  House.  Committee  on  Armed  Services,  National  Defense 
Authorixation  Act  for  Fiscal  Year  1991,  HJt  4739,  101st  Cong.,  2nd  Seas., 
House  Rapt.  101-666,  Aug.  3, 1990:  297. 

""See  VS.  Comptroller  General,  General  Accounting  Office,  Funding 
Shortfalls  in  CHAMPUS,  GAO/HRD-90-99BR,  B-2312d6,  Mar.  19, 1990. 
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WHAT  IS  BEING  DONE? 

"Coordlnfttod  C«re' 

In  1990,  AMittant  Secretaiy  of  Defense  for  Health  AITairt  (ASD/HA) 
Enrique  Mendex  propoaed  creating  a  iyttem  of  coorcinated  care  to  addre«  many 
of  the  problema  confronting  the  deliveiy  of  DOD  btwlth  aervicea. 

Under  the  preaent  ayatem,  there  are  nearly  9^  million  eligible  benerici  fries. 
It  it  currently  impoaeible  to  predict  who  will  aaek  medical  treatment,  and  where 
(Army,  Navy  ~  Marine  Corpa,  Air  Force  ~  including  Primua  and  Navcare 
facilitief,  Uniformed  Service  Treatment  Facilitiea,  CHAMPUS,  Medicare,  VA,  or 
other  third-party  inaurera  including  HMOa,  PPOf  ~  aee  Gloaaary)  they  will  aeek 
it.  For  thiareaeon,  the  coet  of  providing  care  ia  an  uncertain  obligation.  Under 
this  initiative,  which  receiwd  congrcaaional  approval,  care  will  be  coordinated 
in  order  to  "control  the  rate  of  growth  in  militaty  health  care  cofta  and  improve 
the  quality  of  health  benefita."  It  is  expected  that  this  coordinated  care  system 
will  create  a  health  care  ayatem  that  ia  managerially  aound,  eliminate 
uncertainty  of  coet  and  demand,  and  introduce  accountability  to  health  care 
operations.  In  addition,  this  ^stem  'doea  not  pass  on  to  military  beneficiaries 
the  significant  increases  in  health  care  costa."^ 

In  essence,  this  system  will  create  a  Tiealth  network"  approach  which 
encourages  patienta  to  use  miliUry  hospitals  and  preferred  civilian  networks 
who  share  the  risks  for  unit  coat  and  volume. 

Nine  steps  will  be  taken:" 

(1)  Health  care  management  will  be  integrating  via  closer  coordination 
among  the  services,  CHAMPUS  and  alternative  civilian  provider  networks.  In 
other  words,  instead  of  being  managed  separately,  these  provider  networks  will, 
to  the  extent  possible,  be  brought  together  under  a  more  centralized 
management  arrangement. 

(2)  MHSS  users  will  be  enrolled  in  a  local  coordinates  care  system 
consisting  of  military  and  civilian  health  care  resources. 

(3)  Local  commanders  will  competitively  contract  vrith  networks  of 
effective,  quality  civilian  doctor*  and  hospitals.  When  demand  exceeds  supply 
at  the  MTF,  these  networks  Jinked  to  military  hospitals  will  be  used,  and 
patienU  guided  only  to  that  level  of  care  necessary  and  appropriate. 


^•See  Mendez,  Enrique.  Remarks  to  Militaiy  Coalition  Conference,  Air  Force 
Association  Building,  RosAlyn,  VA,  July  20, 1990:  9. 


"See  Mendez,  77th  Interagenty  Institute,  1990. 
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(4)  PatienU  will  Mlect  m  primary  car«  entry  point  in  this  network  whose 
doctor*  and  niarMt  wiU  bt  rMpoonble  for  insuring  appropriate  car«  in  the 
correct  aetting. 

(5)  The  military  boapital  should  always  be  the  first  choice  to  treat 
CHAMPUS-eligiblea  if  care  is  available.  On  FY  1988,  of  the  129  military 
hospitals  in  the  U^.,  121  had  occupancy  rates  at  or  below  70  percent  At  the 
same  time,  about  70  percent  of  CHAMPUS  costs  wsrs  being  incurred  within 
MTF  catchment  araas.)^ 

(6)  The  nature  oTCHAMPUS  will  change: 

•  CHAMPUS  will  be  a  financier  of  care  ai^  not  an  alternative 
delivery  system. 

•  CHAMPUS  will  have  to  improve  as  a  financier 

~  physician  reimbursements  need 
improvement. 

-  prevailing  rates  will  be  paid  (CHAMPUS 
pays  on  average  43  percent  above  what 
medicare  pays). 

~  quality  control  and  utilisation 
management  will  be  improved. 

•  One  benefit  will  be  modified  ~  inpatient  mental  health 

-  Residential  Treatment  Centers  (RTC-see 
Glossary)  for  adolescents  and  inpatient 
piychiatric  care  increased  by  127  percent 
from  1986  to  1989.  Mental  health 
accounted  for  25  percent  of  the  total 
CHAMPUS  budget  in  FYBS  (see  Table  3). 

(7)  CHAMPUS  will  provide  greater  support  to  local  commanders  and 
administrators  in  dealing  with  sophisticated  and  competitive  local  health  care 
markets. 


^*Ste  also  U.S.  Comptroller  General,  GAO,  Defense  Health  Care:  Potential 
Saving.  Sept.  7, 1990. 
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Top  Ten  Inpatient  Diagnoeee 
PanV^H  by  Government  Coct 
for  Cue  Beoeived  in  FY  1989 


ICD-9-CM 
Diagnoctt 

Code 


Description 


Government 
Cottt« 
i%  millioni) 


296  Affective  ptycbocet 

300  Neurotic  disorder* 

V30  Sin^^e  livebom 

312  Disturbance  of  Conduct,  not  elsewhere  classified 
650  Delivery  in  a  completely  normal  case 

414  Other  forms  of  ischemic  heart  disease 

313  Disturbance  of  emotions  specific  to  childhood  and  adolescence 
309  Adjustment  reaction 

V22  Normal  pregnancy 

765  Disorders  relating  to  short  gestation  and  unspecified 


$155.7 
66.7 
63.8 
61.8 
502 
34.3 
30.9 
28.2 
26.1 


low  birthweight 
Total  ~  Top  Ten  Diagnosis  Codes 


23.2 
J5^ 


Total  -  All  Diagnosis  Codes 


$1,433.1 


Top  Ten  as  a  Percent  of  All  Codes 


37.7% 


Source:  U.S.  DepartmeDt  of  Deffluse,  CHAMPUS  Chartbook,  August  1990:  IV45. 


(8)  CHAMPUS  will  esUblish  new  standards  to  judge  efficiency  and 
effectiveness  of  providing  health  care  and  hold  local  commanders  accountable. 

(9)  CHAMPUS  will  educate  the  consumer.  Beneficiaries  need  to 
understand  that  in  a  managed  care  system  there  are  tradeoffs  in  terms  of 
absolute  freedom  to  choose  the  source  of  health  care  vs.  limited  access,  quality, 
continuity  of  care  and  poasible  financial  incentives. 

It  is  expected  that  these  changes  will  be  implemented  immediately  while 
others  will  be  implemented  over  a  period  of  years. 
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LegUlati^  Initiative 

The  FY91  DOD  Authorizttion  Act*  u  amended  by  the  Pereian  Gulf 
Conflict  Supplemental  Authorization  and  Personndl  Benefit*  Act  of  1991,^ 
included  a  number  of  proviiioai  oooceming  health  care.  Many  of  theee 
provieione  ara  a  direct  reeult  of  ieeuee  dimmed  above. 

Recognisiiig  the  extraordinary  increue  in  mental  health  care  coete, 
provision*  in  the  law  relating  to  CHAMPUS  were  changed  eo  that  inpatient 
peychiatric  care  waa  limited  to  30  daya  per  year  for  patienta  over  16  years  of  age, 
and  45  days  for  patienta  under  19  yeara  of  age  (with  waivers  allowed  in  certain 
situations).  For  those  aeeking  admission,  Congress  stated  that  a  mandatoiy 
preauthorixation  of  inpatient  care  would  be  required.  Recognizing  civilian 
practices  in  this  area,  it  was  also  considered  appropriate  that  separate 
deductibles,  cost-sharing,  and  catastrophic  csps  be  implemented  for  mental 
health  care. 

In  addition.  Congress  capped  care  at  a  residential  treatment  center  (RTC) 
at  150  days  per  year  with  the  possibility  of  a  waiver  for  extraordinary  cases. 
Mental  health  benefits  provided  by  DOD  have  been  vety  generous.  Hie  creation 
of  these  new  policies  would  bring  DOD  care  in  line  with  care  available  in  the 
civilian  or  private  sectors. 

Congress  prohibited  DOD  from  reducing  the  number  of  medical  personnel 
(endstrengths),  without  justification,  as  a  result  of  the  reduction  or  draw  down 
of  military  personnel  in  general.  The  availability  of  military  medical  personnel 
should  keep  health  care  costs  down  by  allowing  eligible  beneHctaries  to  receive 
care  at  militaiy  facilities  rather  than  via  CHAMPUS  or  other  more  expensive 
options. 

The  sigrrocketing  increase  in  CHAMPUS  costs  has  prompted  Congress  to 
legislate  an  increase  in  the  CHAMPUS  deductible  from  $50  and  $100  for 
individual  and  families,  respectively,  to  $150  and  $300.  In  the  case  of  a 
dependent  or  family  of  an  enlisted  member  below  pay  of  E)-5  pay  grade,  the 
deductibles  remain  at  $50  and  $100,  respectively.  While  the  tripling  of  these 
deductibles  may  seem  dramatic,  it  is  important  to  note  that  they  have  not 
increased  siiica  their  creation  in  1966.  In  ttd,  the  new  rate  is  less  than  what 
they  would  be  had  they  been  indexed  to  inflation,  and  it  is  less  than  the  1990 
rate  for  Federal  Employee  Health  Benefit  Plan-FBHBA  BC/BS  upon  which  they 
were  originally  modeled.  Currently,  the  BC/BS  deductible  is  $200  per  person, 
two  family  membra  paying  $200  maximum  each  for  the  family  deductible,  and 
$50  per  inpatient  admission. 

Congress  also  expanded  DOD*s  authority  to  collect  from  third-party 
insurers  for  services  provided  at  MTFs.  The  Authorization  Act  expands  the 


•^.L.  101-.'510;  Nov.  5,  1990;  104  SUt  1485. 
•^.L.  102-26;  April  6, 1991 


186 


CRS-19 


current  collection  authority  to  include  outpatient,  as  well  as  inpatient  care.  In 
addition,  collections  may  also  be  made  from  Medicare  supplemental  coverage  to 
the  extent  that  such  payments  would  have  been  made  had  Medicare  been  used. 

Congressional  concerns  over  the  implementation  of  the  CHAMPUS  Reform 
Initiative  (CRI,  see  Glossary)  prompted  language  that  set  conditions  to  be  met 
before  the  program  was  authorized  to  expand.  These  conditions  include  (1)  that 
CRI  should  show  itself  to  be  more  cost  effective  than  CHAMPUS  or  any  other 
health  demonstration  project  being  conducted  by  the  Secretary,  (2)  that  the 
contractor  selected  to  underwrite  the  delivery  of  health  care  under  CRI  should 
accomplish  the  expansion  without  disruption  to  CHAMPUS  beneficiaries  or 
delays  in  the  processing  of  claims,  and,  (3)  that  the  contractor  should  be  able  to 
financially  underwrite  CRI,  both  ctirrently  and  in  the  future.  Further,  the 
Comptroller  General  and  CBO  will  be  required  to  submit  a  report  within  30  days 
of  the  Secretary's  certification  evaluating  that  action. 

Language  was  also  included  that  will  require  a  closer  look  at  Uniformed 
Service  Treatment  Facilities  CUSTF),  The  House  Armed  Services  Committee 
restated  its  interest  in  the  feasibility  of  making  USTFs  integrated  members  of 
a  managed  care  model.  From  FY82  through  FY88,  costs  to  DOD  for  care 
received  at  these  facilities  increased  at  an  extraordinary  rate.  The  USTFs  are 
former  Public  Health  Service  Facilities  that  were  initially  authorized  to  provide 
care  to  members/beneficiaries  of  the  uniformed  services  at  the  same  cost  (rate) 
beneficiaries  would  pay  at  MTFb.  Some  USTF  agrcemenU  have  since  been 
modified  to  allow  for  paymenU  under  CHAMPUS  terms.  This  designated  status 
has  been  continued  while  awaiting  a  report  from  the  Secretary,  Should  the 
Secretary  find  that  more  cost  effective  care  is  available  elsewhere  in  the 
geographic  region,  this  designation  would  be  terminated.  Otherwise,  it  is 
expected  that  these  facilities  would  become  members  of  a  managed  care  model. 
Lacking  receipt  of  this  report.  Congress  has  extended  the  designated -status 
termination  date  to  December  31,  1993,  capped  funding  of  these  facilities, 
provided  the  Comptroller  General  with  the  authority  to  examine  records  at  these 
facilities  and  required  the  Comptroller  to  audit  these  facilities  during  FYSS  and 
FY90  (with  particular  atUntion  paid  to  funds  and  the  source  of  funds  for 
lobbying  efforts  by  these  facilities). 

Also,  Congress  required  that  the  Secretary  concerned  must  submit  to 
Congress  a  report  before  any  Military  Treatment  Facility  is  closed  or 
downgraded  (except  in  the  case  of  a  base  closure).  This  report  must  address  (1) 
the  reason  for  the  action,  (2)  the  projected  savings  to  the  Government,  (3)  the 
impact  on  CHAMPUS  and  Medicare  in  the  catchment  area,  (4)  the  impact  on 
beneficiary  cost-sharing,  (5)  alternative  ways  to  provide  care  to  the  beneficiary 
population  that  would  not  result  in  an  adverse  impact  on  this  population,  and 
(6)  an  explanation  of  how  care  would  be  provided  and  at  what  costs  to  the 
beneficiary  population. 

The  House  Armed  Services  Committee  has  noted  iU  annoyance  at  the 
problems  concerning  CHAMPUS  budget  submissions  and  has  directed  the 
Secretary  to  ensure  that  future  budgets  are  based  on  accurate  projections  of 
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utilUation  rate*  and  reflect  a  realistic  Mtimate  of  the  true  coat  of  the 
CHAMPUS  program 

The  House  conunittae  baa  stated  its  pleasure  with  and  support  of  the 
coordinated  care  program  (outlined  abovs)  and  intends  to  monitor  DOD's 
progress  in  achieving  its  goals. 

Finally,  the  House  committee  encouraged  DOD  to  continue  in  its  efforts 
concerning  health  promotion."  It  is  believed  that  these  efforts  will  yield 
greater  benefits  to  personnel  and  their  families  as  well  as  result  in  cost  savinp 

to  the  Department. 


*'U.S.  Congresr.  House.  National  Defense  Authorization  Act  for  Fiscal  Year 
1991:  297. 

"health  promotion  activities  include  educational  program  intended  to 
provide  beneficiaries  information  and  services  that  lead  to  a  healthier  lifestyle. 
Smoking  cessation,  weight  control,  exercise  and  nutrition,  and  drug/alcohol 
abuse  programs  are  examples  of  health  promotion  activities. 


64-300  0  -  93  -7 
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/  ASSESSMENT 

Ai  a  result  of  the  above  initiativM,  a  number  of  reaulta  may  be  anticipated. 
First,  local  militaiy  health  care  commanders  wtU  have  greater  control  of  the 
health  care  deliveiy  system  and  can  take  step*  to  ensure  that  needed  care  is 
provided  eCQciently  and  economically  within  the  parameters  of  local  reeourcea. 
Local  commanders  will  be  given  control  over  the  budgets  for  health  care 
(including  MTFs  and  CHAMPUS).  However,  militaiy  managers  will  need 
substantial  training  to  interface  with  civilian/communify  level  providers  in 
competitive  environments.  Legal,  contracting,  and  political  issues  are 
predictable  as  Military  Treatment  Facilities  become  active  players  in  the  local 
civilian  marketplace. 

Second,  risk  snaring  arrangements,  increased  deductibles,  caps  on  services 
provided,  and  separate  deductibles  for  mental  health  care  are  likely  to  be  viewed 
by  beneficiaries  as  an  erosion  of  earned  benefits.  Such  changes  are  politically 
contentious. 

Third,  many  of  these  reforms  are  being  justified  in  terms  of  changes  in  the 
civilian  sector  brought  about  largely  by  the  same  concern  over  cost  increases. 
However,  the  military  services  recognize  that  health  care  benefits  are  an  integral 
element  in  their  ability  to  attract  and  retain  personnel.  Justifying  changes  on 
the  basis  of  the  civilian  sector  (and  making  VOD  benefits  more  comparable  to 
what  is  found  in  the  civilian  sector)  mi^t  have  an  adverse  effect  on  recruiting 
and  retention. 

Fourth,  health  care  providers  view  the  restrictions  on  care  coverage  and 
caps,  particularly  in  the  case  of  mental  health,  as  arbitrary  and  artificially 
limiting  the  amount  of  care  that  may  be  required.  They  argue  that  this  creates 
an  implicit  tax  on  the  provider  and  possibly  the  patient.** 

Fifth,  expanding  IX)D*s  collection  authority  to  a  broader  range  of  third- 
party  payers  is  likely  to  generate  additional  revenue.  However,  private  insurers 
note  that  their  premiums  are  based  on  the  fact  that  a  certain  proportion  of  their 
population  will  receive  health  caie  from  the  military  (for  free).  Forcing  third- 
parties  to  pay  will  increase  premiums  for  all  thoae  covered  by  private  providers. 
In  essence,  changes  in  the  military  health  care  system  can  aflect  those 
individuals  and  payers  not  affiliated  with  DOD.  Private  insurers  view  the 


•"According  to  testimony  submitted  before  the  House  Subcommittee  on 
Military  Personnel  and  Compensation,  April  24, 1991,  Biyant  Welch,  Executive 
Director  of  Practice  for  the  American  Psychological  Association,  stated  (0)ur 
experience  with  governmental  agencies  (such  as  CHAMPUS.,.)  involved  in  health 
care  delivery  is  that  they  not  only  consistently  underestimate  both  the  overall 
consumption  and  the  cost  of  providing  such  services  but  also  intensify  overall 
costs  by  ineffective,  cost  intensive  review  programs.*  Arguably,  differences  in 
consumption  and  compensation,  as  well  as  additional  costs  as  a  result  of  review 
must  be  paid,  at  least  in  part,  by  the  provider  who  may  view  it  as  an  implicit  tax 
on  services  provided. 
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«xp«Dd#d  pumiit  of  third-p«rty  p*ym«Dt  at  an  uDfinlr  OMthod  of  legUIativtly 
forcing  private  induatty  to  aimint  DOD't  raaponaibilitiat.*' 

CoDTtraely,  coUactir.  6rom  thiid^party  infurera  may  ba  Tiewed  aa  racaiving 
banafita  alraady  paid  for  hy  tba  banafidazy  and/or  hia/har  amployar.  Arguably, 
it  ia  un£ur  to  provida  a  windiali  to  tbaaa  iivurara  at  tba  tazpayan  axpaoae. 

Sixth,  aoma  faaTa  raiaed  a  quaation  of  aga  diacrimination.  Nowbare  in  tba 
iegialation  nor  in  tba  Aaiiatant  Sacratazy  of  Dafanae't  propoaa]  ia  it  atatad  that 
age  tbduld  be  uaad  aa  a  method  of  deciding  how  care  ii  delivarad.  However,  it 
ia  poeaible  that  thoaa  over  age  64  will  be  excluded  firom  the  MHSS  network.  Aa 
noted  above,  military  retiraee  who  become  eligible  for  Medicare  (uaually  at  age 
65)  loae  their  entitlement  to  CHAIIPUS.  Peraona  over  age  65  incur  much  larger 
than  average  health  care  axpeniaa.**  It  ia  argued  that  given  limited  budgeta, 
military  health  care  commanden  could  leek  to  exclude  the  65+  population  from 
the  MHSS,  thue  forcing  them  to  eeek  care  from  Medicare.  Forcing  this 
population  to  Medicare  (which  can  be  more  expenaive  for  the  beneficiary),  would 
likely: 

1.  Keep  military  coata  down; 

2.  Keep  military  hoepital  epace  available  for  thoee  who  might 
otherwiae  be  forced  to  uae  CHAMPUS;  and, 

3.  Keep  military  medicine  directed  toward  a  "^oung  and 
vigoroui"  force. 

Retireea  contend  that  it  would  be  better  if  all  aourcea  of  health  care 
coverage  --  including  Medicare  »  were  made  a  part  of  the  military  Coordinated 
Care  network.  It  ia  argued  that  by  including  Medicare,  health  care  received  at 


'^ngreaa  expanded  collection  for  hoepitalization  in  1985  under  the 
Omnibua  Budget  Reconcilietion  Act.  The  inaurance  induatry  opposed  the 
expanaion  'saying  it  would  force  companies  to  raise  premiums.'  (Smith,  Paul, 
Services  to  Start  Collecting  for  Hoepitalixation,  Army  Times,  Sept  29, 1986, 22). 
Such  increases  in  premiuma  would  affect  both  the  companies  and  non-militaty 
policy  holders.  For  a  more  dettiiled  discussion,  see  U.S.  Congress.  House. 
Committee  on  Armed  Services,  Collection  from  Third-Party  Payers  of  CJosta  of 
Certain  Medical  Care  Provided  in  Tacilities  of  the  Uniformed  Services,  98th 
Cong.,  2nd  Seas.,  House  Kept.  98-75:.  May  15, 1984. 

**DOD  patienta  who  are  in  the  age  group  65-74  use  twice  as  many  bed  days 
per  year  than  patienta  45>64.  By  the  time  a  patient  reaches  age  75,  he  uses  four 
and  one-half  timea  as  many  hospital  bed  days  per  year.  By  the  year  2000,  DOD 
conaervatively  projecta  the  number  of  persons  over  age  65  who  are  eligible  for 
care  in  military  hoapitals  will  exceed  1.5  million.  Tbst  is  four  times  more  than 
the  number  of  those  eligible  in  1980,  and  approaches  twice  the  910,000  who  are 
eligible  today.  See:  Mendez,  Enrique,  77th  Interagency  Institute:  6. 
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an  MTF  could  b«  billed  to  Medicare  under  "Medicare  aubvention  funding.*** 
In  tfaia  way,  the  military  commander  would  not  aaeume  the  coat  of  caring  for 
tboao  eUfible  for  Medicare,  and  the  retiree  would  continue  to  faavc  the  option 
of  receiving  care  at  an  MTF.  In  addition,  the  true  support  provided  fay  the  MTF 
would  be  recognised.  It  can  be  argued  that  if  subvention  fUnding  were  allowed, 
administrative  costs  resulting  fiom  coordination  between  the  two  programs 
would  increase.  Since  receiving  care  at  an  MTF  is  cheaper  than  at  private 
fadiities,  allowing  for  subvention  funding  may  actually  result  in  savintfi  for  the 
Medicare.  In  other  words,  health  care  provided  fay  DOD  could  be  cheaper  for 
Medicare  than  the  same  care  provided  in  the  private  sector  and  billed  to 
Medicare.  However,  military  provided  care  for  Medicars-eligibles  currently 
provides  a  windfall  to  Medicare.  Therefore,  should  subvention  funding  be 
allowed,  it  is  likely  that  Medicare  outlays  would  increase.  Theea  Medicare  costs 
would,  arguably,  increase  to  a  greater  extent  if  Medicare^Iigible  retirees  were 
turned  away  from  military  health  care  and  forced  to  receive  care  in  the  private 
sector  via  Medicare. 

Faced  with  limited  budgeU,  the  need  to  attract  CHAMPUS  patients  to 
MTFs,  and  the  expense  of  providing  care  for  those  over  age  64  who  may 
otherwise  be  sent  to  Medicare,  some  commanders  mi^t  opt  to  use  MTF  spaces 
for  CHAMPUS^Iigible  beneficiaries  and  refer  those  over  64  to  Medicare. 

Finally,  the  ability  of  DOD  and  Congress  to  reform  the  situation  of  the 
MHSS  must  be  considered.  Politically,  this  issue  is  troublesome.  Members  of 
Congress  are  faced  with  (1)  a  militaxy  medical  budget  that  is  skyrocketing-in 
spite  of  efforts  to  slow  its  growth,  (2)  a  growing  constituency  (militaiy  active 
duty/retirees/dependents)  demanding  their  "promised'  benefits,  and  (3)  a  budget 
deficit  and  political  atmosphere  that  makes  cuts  in  the  overall  militaiy  budget 
necessaxy. 


^'Military  members  pay  Social  Security  taxss  that  entitle  them  to  Medicare 
coverage.  Medicare  subvention  funding  is  a  term  used  in  proposals  to  allow  the 
DOD  to  bill  Medicare  when  DOD  provides  health  care  service  to  medicare- 
eligible  beneficiaries. 
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GLOSSARY 

CAM  ~  Catchment  Area  Management,  a  precursor  of  coordinated  care  in  which 
hospital  commanders  control  both  direct  care  and  CHAMPUS  dollars  to  expand 
medical  care  at  their  hospitals  or  to  discount  health  care  from  local  providers. 

CHAMPUS  -  Civilian  Health  and  Medical  Program  of  the  Uniformed  Service, 
a  health  benefits  program  for  certain  dependents  of  active  duty  personnel, 
retirees,  and  their  dependents  (as  well  as  certain  others)  of  the  uniformed 
services. 

CHAMPVA  -  Civilian  Health  ftnd  Medical  Program  of  Veterans  Affairs,  a 
medical  benefits  program  through  which  the  VA  helps  pay  for  medical  services 
and  supplies  obtained  from  civilian  sources  by  eligible  dependents  and  survivors 
of  certain  veterans. 

Coordinated  Care  --  a  major  initiative  which  marries  the  direct  care  and 
CHAMPUS  systems.  Under  this  initiative,  a  "health  network"  of  providers  is 
utilized  with  local  commanders  being  given  greater  responsibility  for  access  to 
and  the  cost  of  health  care. 

CRI  -  CHAMPUS  Reform  Initiative  (also  known  as  CHAMPUS  Prime-a  DOD 
HMO,  and  CHAMPUS  Extra-a  DOD  PPO),  a  program  aimed  at  reducing  medical 
costs  to  both  beneficiaries  and  the  government  through  the  use  of  discounted 
health  care  to  patients  who  choose  from  a  pre-approved  list  of  doctors  who  have 
agreed  to  limit  their  charges. 

DEERS  ~  Defense  Enrollment  Eligibility  Reporting  System,  a  nationwide 
computerized  data  bank  which  lists  all  active  duty  and  retired  military  members, 
and  which  also  include  their  dependents.  Active  duty  and  retired  service 
members  are  listed  automatically,  but  these  members  must  list  their  dependents 
and  report  any  changes  to  family  members*  status  (divorce,  adoption,  etc.). 
CHAMPUS  claims  processors  check  DEERS  before  processing  claims,  to  make 
sure  patienU  are  eligible  for  CHAMPUS  benefits. 

Dependenta  -  For  a  member  or  former  member  of  the  uniformed  services,  a 
dependent  is  defined  as  1)  the  spouse;  2)  the  unremarried  widow(er);  3)  the 
unmarried  legitimate  child  (including  adopted  child  or  stepchild)  who  is  either 
a)  under  22  years  of  age,  b)  incapable  of  self-support  because  of  physical  or 
mental  incapacity  that  existed  before  the  disqualifying  birthday  and  dependent 
on  the  member  or  former  member  for  at  least  one-half  of  his  support,  or  c) 
under  24  years  of  age  and  enrolled  in  a  full-time  course  of  study  as  approved; 
4)  a  parent  or  parent-in-law  residing  in  the  residence  and  dependent  upon  the 
member  or  former  member  for  at  least  one-half  of  his  support;  and,  5)  certain 
former  spouses  (see  Burrelli,  David  P.,  Military  Benefits  for  Former  Spouses: 
Legislation  and  Policy  Issues,  CJongressional  Report  89-187F,  March  20,  1989. 
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DUG  -  DUgnottic-related  gfoup^y  •  new  way  of  paying  civilian  hoapitala  for 
inpatient  care  under  CHAMPUS.  They  are  effective  in  49  atatea,  the  DtBtrict 
of  Columbia  and  Puerto  Rico  ~  only  Maryland  i»  exempt  Under  DRGs, 
CHAMPUS  pays  moat  hotpitala  a  fixed  rate  for  inpatient  aervicea,  regardless  of 
how  much  the  care  actually  coats. 

HMO  ~  Health  Maintenance  Organization,  a  health  insurer  that  provides 
covered  services  directly  or  pays  for  covered  services  only  when  furnished  by  a 
network  of  afliliated  providers. 

MBSS  ~  Military  Health  Servicea  System,  a  generic  term  used  to  describe  the 
many  facets  of  health  care  made  avail&ble  by  the  Department  of  Defense 
including  Military  Treatment  Facilities  and  CHAMPUS. 

MTF  -  Military  Treatment  Facility  (also  referred  to  as  uniformed  service 
hospitals),  includes  all  military  hospitals  and  former  Public  Health  Service 
hospitals  now  called  "Uniformed  Service  Treatment  Facilities." 

PPO  ~  Preferred  Provider  Organization,  a  netvrork  of  civilian  health  care 
providers  who  agree  to  provide  care  at  fixed  or  reduced  rates. 

PRIMUS  -  Walk-in  clinics  run  by  civilians  under  Army  contracts  (NavCare  is 
the  Navy  version  of  Primus). 

Project  CARE  ~  Coordinate  Appropriate  Resources  Effectively  (CARE),  a 
program  under  CHAMPUS,  as  directed  by  Congress,  to  conduct  an  expanded 
Home  Health  Care  (HHC)  Demonstration  as  a  part  of  an  individualized  case- 
management  range  of  benefits.  This  program  is  designed  to  provide  less 
expensive  alternatives  to  long  term  and  repeated  hospitalization  for  beneficiaries 
with  chronic  and  catastrophic  health  problems  requiring  medically  complex  care. 

Project  IMPRINT  -  Former  name  of  the  CHAMPUS  Reform  Initiative.  The 
term  Project  IMPRINT  is  no  longer  in  use. 

Project  RESTORE  -  A  m^or  initiative  made  up  of  a  number  of  components 
including  the  Partnership  Program  in  which  local  community  civilian  providers 
treat  CHAMPUS  patients  in  military  hospitals  at  a  discount  from  their  normal 
charge;  and,  the  Alternate  Use  of  Champus  Funds  Test  under  which  each 
military  service  can  use  up  to  $50  million  of  its  CHAMPUS  funds  for  projects 
that  use  military  hoapitals  to  treat  CHAMPUS  patiente. 

Rfidential  Treatment  Centere  -  RTCs  are  centers  that  provide  long-term 
treatment  for  children  or  adolescents  suffering  from  serious  mental  disorders. 

USTF  -  Uniformed  Service  Treatment  Facilities  (See  MTF),  formerly  Public 
Health  Service  hospiuls  in  Baltimore,  MD;  Boston,  MA;  Seattle,  WA;  Portland, 
ME;  Cleveland,  OH;  Houston,  Galveston,  Port  Arthur,  and  Nassau  Bay  TX;  and 
Suten  Island,  NY. 

USVIP  "  Uniformed  Services  Voluntary  Insurance  Program,  an  insurance 
program  offered  by  Mutual  of  Omaha  Insurance  Co.  designed  to  provide  former 
members  and  cerUin  former  spouses  with  temporary  coverage. 
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Health  Programs 

The  VA  provides  health  care  to  elipble  veterans  in  iU  own  facilities  -  171  VA 
hospitals,  129  nursing  homes,  354  outpatient  clinics,  and  35  domiciliaries.  Care  is  also 
provided  through  VA  contractual  agreemenU  with  non-Federal  facilities,  such  as 
community  hospitals  and  nursing  homes  and  on  a  grant  basis  in  SUte  veterans'  home 
facilities.  Certain  dependents  and  survivors  of  vetertns  are  eligible  for  VA  medical  care 
under  the  Civilian  Health  and  Medical  Program  (CHAMPVA).  Care  for  dependents  and 
survivors  is  generally  provided  in  non-VA  facilities. 

Current  eligibility  requirements  for  veterans'  inpatient  hospital  and  nursing  home 
care  were  established  in  1986  by  P.L.  99-272,  as  amended  by  P.L.  101-508  in  1990.  The 
VA  is  required  by  law  to  furnish  free  hospital  care  and  may  furnish  free  nursing  home 
care  to  veterans  in  the  "mandatory  care"  catcgoiy.  Veterans  in  the  mandatory  care 
category  include  veterans  with  service-connected  disabilities;  former  prisoners  of  war; 
certain  veterans  exposed  to  Agent  Orange  or  atomic  radiation;  veterans  disabled  as  a 
result  of  VA  treatment;  pre-World  War  II  veterans;  veterans  receiving  cash  assisUnce 
under  the  VA's  income-based  pension  program;  veterans  eligible  for  the  income-based 
Medicaid  program;  and  veterans  vrith  nonservice-connected  conditions  who  have  annual 
incomes  at  or  below  $18,843,  if  single,  and  §22,612,  if  married  with  one  dependent,  plus 
$1,258  for  each  additional  dependent. 

The  VA  is  allowed  to  provide  hospital  care  and  nursing  home  care  to  other 
veterans  but  only  if  space  and  resources  are  available  and  if  they  contribute  to  the  cost 
of  care.  So  called  "non-mandatoiy  category"  veterans  are  those  with  health  conditions 
not  related  to  their  militaiy  service  who  have  incomes  above  the  mandatoiy  category 
levels.  To  receive  VA  hospital  care,  they  must  pay  the  lesser  of  the  cost  of  care  received 
or  the  amount  of  the  Medicare  deductible  (currently  $652)  for  the  first  90  day»  of  care 
during  any  365-day  period,  plus  $10  per  day  beginning  on  the  first  day  of  care.  For 
each  succeeding  90  days  of  care,  thoy  are  required  to  pay  the  lesser  of  the  cost  of  care 
received  or  half  the  amount  of  the  Medicare  deductible  (currently  $326)  plus  the  $10- 
per-day  copayment.  To  receive  nursing  home  care,  they  must  pay  the  lesser  of  the  cost 
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of  care  or  the  Medicare  deductible  for  each  90  day«  of  care  during  each  365-day  period, 
plua  $5  per  day  beginning  on  the  firit  day  of  care.  The  per-day  copaymept*  were  firit 
eatabluhed  by  PX.  101.508,  and  are  currently  in  effect  throu^  FY1997.  PI..  101^8 
alio  eatabliihed  $2  copaymenU  for  each  30^y  supply  of  medication  furnished  on  an 
outpatient  basis  to  veterans  treated  for  a  nonservice-connected  condition  (except 
veterans  with  service-connected  disabilities  rated  50%  or  more),  also  in  effect  throu^ 
FY1997.  Legislation  adopted  at  the  end  of  the  102d  Congress  exempted  low  income 
veterans  (those  eligible  for  VA  pension  payments)  from  the  medication  copayment 
requirement  (PX.  102-568). 

LeglsUtion 

Persian  Gulf  War  Veterans.  Proposals  to  address  certain  health  care  concerns 
related  to  service  in  the  Persian  Gulf  War  were  enacted  during  the  102d  Congress.  The 
Persian  Gulf  personnel  benefits  package  (P.L.  102-25)  included  amendments  making 
Persian  Gulf  War  veterans  eligible  for  certain  existing  veterans'  health  benefits,  for 
which  they  would  not  have  been  automatically  eligible.  P.L.  102-25  also  expanded 
eligibility  for  VA  readjustment  counseling  services  under  the  Vet  Centers  program  to 
any  veteran-including  Persian  Gulf  veterans-who  has  served  on  active  duty  after  May 
7, 7.975  in  an  armed  conflict  area.  (Vet  Centers  services  fonnerly  were  available  only 
to  Vietnam-era  veterans.)  In  addition,  the  law  required  DOD  and  VA  to  submit  reports 
to  Congress  on  the  need  for  services  for  Persian  Gulf  service  members  who  experience 
post-traumatic  stress  disorder  (PTSD),  the  availability  of  PTSD  treatment  services  and 
resources,  PTSD  treatment  plans  and  related  information.  A  marriage  and  family 
counseling  program  for  certain  Persian  Gulf  War  veterans  and  their  families  was 
authorized  by  provisions  contained  in  PXr.  102-405. 

Legislation  was  adopted  to  require  the  VA  to  establish  and  maintain  a  registry 
documenting  the  health  sUtus  of  veterans  who  served  in  the  Persian  Gulf  War  theater, 
including  any  disability  claims  filed  hy  such  vetei-ans  (P.L.  102-585).  The  measure  also 
required  the  VA  to  provide  health  examinations,  upon  request,  to  eligible  veterans.  The 
law  expanded  coverage  of  the  DOD  registry  (established  by  PX.  102-190),  which  lists 
service  members  exposed  to  fumes  of  burning  oil  in  the  Persian  Gulf.  In  addition,  the 
law  required  the  Office  of  Technology  Assessment  to  monitor  the  development  and 
maintenance  of  both  VA  and  DOD  registries,  to  study  the  utility  of  the  registries  and 
the  adequacy  of  VA  and  DOD  health  examinations,  and  report  iU  findings  to  Congress. 
DOD  and  VA  are  required  to  jointly  fund  a  National  Academy  of  Sciences  review  of 
scientific  and  medical  information  on  the  health  consequences  of  in-theater  service 
during  the  Persian  Gulf  War.  And  finally,  the  law  requires  the  President  to  designate 
a  Federal  agency  head  to  coordinate  all  Federally-funded  research  in  this  area. 

Nurse  su&d  Physician  Pay.  In  response  to  concerns  about  the  VA*s  ability  to  attract 
and  retain  qualified  health  personnel  in  its  hospitals,  legislation  was  enacted  to  revise 
the  "special  pay"  rules  under  which  hi^er  salaries  are  awarded  to  physicians  and 
dentisU  for  certain  recruitment  and  retention  categories  specified  in  law.  P.L.  102-40 
increased  the  amounts  of  special  pay  that  are  awarded  based  on  full-  and  part-time 
status,  length  of  VA  service,  scarcity  in  a  medical  specialty,  and  service  in  executive 
positions.  The  law  also  added  "exceptional  qualifications"  as  a  new  category  for  which 
special  pay  can  be  awarded.  In  addition,  P.L.  102-40  amended  VA  labor  relations  rules 
to  subject  certain  conditions  of  medical  care  employment  to  collective  bargaining  rights 
and  to  revise  grievance  procedures  for  various  VA  medical  care  personnel.  Legislation 
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wat  alto  adopted  to  amend  the  nurse  pay  atructure  ettablitbed  by  the  Nurfe  Pi^  Act 
of  1990  to  replace  the  4>grade  atructure  with  5  gradea,  revue  the  methodology  used  for 
aetting  pay  levels,  require  certain  nurse  pi^  reports,  and  make  other  changes  (PX.  102- 
685).  Other  health  personzMl  pay  amendments  were  enacted  as  part  of  PX.  102-405. 

Women  Veterans.  Proposals  were  adopted  to  expand  health  services  for  women 
veterans,  particularly  services  for  women  who  were  victims  of  sexual  abuse  during  their 
military  service.  Provisions  contained  in  PX.  102^585  authorize  the  VA  to  provide 
counseling  io  women  veterans  traumatized  as  a  result  of  sexual  assault  (including 
smial  harassment)  that  occurred  during  active  duty  service.  Women  veterans  are 
eligible  for  counseling  within  two  years  of  discharge  from  service  or,  in  the  case  of  a 
veteran  discharged  before  Dec.  31,  1992,  not  later  than  Dec.  31,  1993.  The  VA  is 
required  to  train  health  professionals  in  this  area,  disseminate  information  to  veterans 
on  the  availability  of  services,  and  report  to  Congress  on  the  program.  In  addition,  the 
VA  is  authorized  to  provide  certain  health  services  to  women  veterans,  such  as  pap 
smears  and  breast  exams;  to  report  on  research  end  services  related  to  health  care  for 
women  veterans;  to  appoint  coordinators  of  women's  health  care  in  each  regional  office; 
and  to  study  the  health  needs  of  women  veterans. 

HomeleM  Vetenuup«  Several  proposals  to  expand  VA  services  to  ho\neless  veterans 
were  enacted  into  law.  PX.  102-405  contains  provisions  to  require  the  VA  to  assess 
homeless  programs  operated  by  its  hospitals  and  replicate  those  considered  effective  in 
reintegrating  homeless  veterans  into  the  community.  In  addition,  VA  hospital  directors 
are  required  to  assess  the  needs  of  homeless  veterans  living  within  each  hospital 
catchment  area,  determine  the  extent  to  which  their  needs  are  being  met,  and,  in 
coordination  with  other  public  and  private  officials,  develop  a  plan  to  coordinate 
homeless  services  among  public  and  private  programs.  P.L.  102-405  also  extended  the 
homeless  chronically  mentally  ill  (HCMD  program  throu^  FY1994  and  authorized  $50 
million  for  both  the  HCMI  and  the  VA  domiciliary  homeless  care  programs  for  FY1993. 

In  addition,  a  proposal  to  demonstrate  comprehensive  homeless  service  centers  was 
adopted  as  part  of  P.L.  102^90.  The  measure  also  required  the  placement  of  VA 
benefits  counselors  in  various  VA  homeless  program  sites.  In  addition,  it  authorized 
a  new  program  of  grants  to  nonprofit  organizations  to  conduct  outreach  and  provide 
training,  counseling  and  transitional  bousing  services  to  homeless  veterans.  Grants  are 
for  acquiring,  expanding,  or  renovating  facilities,  rather  than  for  services.  Grantees 
receive  per  diem  payments  equal  to  50%  of  the  cost  for  services  provided  to  veterans. 

The  House  Appropriations  Committee,  in  its  FY1993 VA  appropriations  bill  report, 
directs  the  VA  to  conduct  a  stu^y  on  alternatives  for  housing  homeless  veterans  in 
abandoned  Federal  facilities  and  to  report  on  progress  in  meeting  the  needs  of  homeless 
veterans  (Hit  5679,  H.Rept.  102>710). 

Foat-Traiuoatic  Streaa  Disorder  (PTSD).  P.L.  102-405  contains  PTSD  provisions, 
including  a  requirement  that  VA  develop  a  plan  to  expand  and  improve  treatment 
programs  and  outreach  activities  for  veterans  suffering  from  PTSD,  and  report  to 
Congress  on  the  plan  within  6  months  of  enactment. 

Transitional  Housing.  Legislation  was  enacted  to  authorize  a  transitional  housing 
demonstration  program  for  veterans  in  VA  compensated  work  therapy  (CJWT)  programs 
to  assist  them  inake  the  traxuition  to  independent  living  in  the  community.  P.L.  102-54 
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authorized  the  VA  to  operate  up  to  50  residences  mm  therapeutic  trantitional  housing. 
Hie  law  alao  authorized  the  VA  to  establish  a  revolving  fund  from  which  funds  can  be 
lent  to  nonprofit  organizations  for  establishing  transitional  group  homes  for  veterans 
who  are  rec«ivin,<^  care  or  received  care  for  substance  abuse. 

Beacmroe  Sharing.  VA-DOD  health  resource  sharing  agreements  were  expanded  by 
PJL  102*585  to  allow  VA  and  DOD  to  provide  services  to  CHAMPUS  and  CHAMPVA 
banefidaries.  Copayment  requirements  under  both  programs  can  be  waived.  The  VA 
must  consult  with  veterans*  service  organizations  in  carrying  out  the  program. 

Medical  Care  Coat  Recovery.  PX.  102-568  extended  the  VA's  authority  to  collect 
from  a  service-connected  veteran's  third  party  health  plan  the  cost  of  care  provided  by 
the  VA  for  treatment  of  a  non-aervice  connected  condition,  throut^  July  31,  1994. 

Cc^wymenta.  PJL  102-568  extended  the  authority  for  per  day  inpatient  copayments 
and  medication  copayments  throu^  FY1997  and  exempted  low  income  veterans  (those 
eligible  for  VA  pension  payments)  from  the  medication  copayment  requirement. 

Program  Extenatona  and  Other  Changea.  P.X>.  102-86  contains  provisions  that 
extended  the  VA*s  authority  to  contract  for  care  for  community-based  substance  abuse 
treatment  programs,  through  Dec.  31, 1994.  The  law  also  extended  the  VA*s  authority 
to  contract  for  care  with  the  Philippines  medical  center,  throu^  Sept.  30, 1992.  PX. 
•  102-585  expanded  thia  authority  throuj^  FY1996.  In  addition,  PX.  102-585  contains 
proviaions  to  authorize  a  new  national  preventive  health  center  to  carry  out  research, 
clinical,  and  educational  activities;  require  each  VA  hospital  to  have  a  designated  indoor 
smoking  area;  make  the  respite  care  program  permanent;  and  to  amend  procedures  for 
procuring  pharmaceuticals.  P.L.  102-585  also  made  permanent  the  VA's  authority  to 
make  grants  to  State  homes  caring  for  veterans. 
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SUMBIARY 

Americans  traditionally  have  relied  on  employers  for  their  health  insurance. 
However,  in  1991,  of  the  35.4  million  Americans  without  health  insurance,  34%  were 
employed  or  lived  in  families  of  workers.  Rising  health  care  costs  and  changing 
conditions  in  the  private  health  insurance  market  may  be  leading  to  a  decline  in 
emplpyet'-provided  coverage. 

Employer-provided  health  insurance  has  taken  center  stage  in  the  congressional 
debate  over  health  care  reform.  At  present,  the  Federal  Government  does  not  require 
employers  to  offer  or  pay  for  health  insurance  coverage  for  their  employees  or  their 
employees'  families.  However,  as  a  result  of  past  actions  by  Congress,  employers  who 
offer  health  insurance  have  to  conform  to  specific  requirements  affecting  the  nature  of 
their  health  insurance  plans  and  the  entitlement  to  those  plans.  Mandating  that 
emplc^rs  provide  coverage  is  viewed  by  many  in  Congress  as  the  best  way  to  achieve 
coverage  of  uninsured  workers  and  their  families.  It  builds  upon  the  existing  employer- 
based  health  insurance  system,  and  expands  coverage  in  a  way  that  does  not  explicitly 
require  significant  new  spending  by  the  Federal  Government. 

Many  bills  introduced  in  the  102nd  Congress  would  have  required  employers  to 
provide  health  insurance  to  their  workers  and  their  dependents  or  psy  a  contribution 
to  a  public  program  that  would  insure  uncovered  workers  and  others  not  connected  to 
the  workforce.  Additional  funds  to  support  the  public  program  would  be  raised  from 
taxpayers.  This  approach  is  referred  to  as  "play  or  pay.*  It  is  a  variation  of  the 
mandated  employer  approach  in  which  employers  are  required  to  provide  and  largely 
pay  for  a  basic  health  insurance  plan  for  their  employees  and  their  employees*  families. 
A  smaller  number  of  bills  introduced  in  the  102nd  Congress  required  employers  to  offer 
a  basic  health  benefit  plan  but  not  to  pay  for  it.  President  Clinton's  campaign  plan  for 
national  health  care  reform  would  phase  in  a  requirement  on  employers  to  provide  basic 
insurance. 

Substantial  controversy  surrounds  the  play  or  pay  approach  and  employer  mandate 
b'.Us  more  generally.  Proponents  argue  that  providing  health  insurance  is  an 
en^ployer's  responsibility.  They  say  that  the  costs  of  providing  care  to  uninsured 
workers  are  being  shifted  by  health  care  providers  to  those  employers  who  provide  and 
pay  for  health  insurance.  Those  who  favor  the  play  or  psy  spproach  say  that  it  lessens 
the  costs  and  administrative  burdens  of  the  mandate  for  smaller  employers  and  other 
employers  that  otherwise  could  not  afford  to  purchase  insurance.  Opponents  argue 
that  it  is  not  an  employer's  responsibility  to  provide  health  insurance,  but  instesd  the 
responsibility  of  the  individual  or  the  Government.  They  say  thst  many  employers, 
especially  smaller  ones,  cannot  afford  to  offer  insurance,  even  under  plsy  or  pay 
approsches.  Opponents  slso  argue  thst  the  sdded  costs  of  mandatory  coverage 
(whatever  its  design)  would  lesd  to  increased  unemployment,  especially  of  low- wage 
workers,  and  would  reduce  their  ability  to  compete  with  other  employers,  in  this  and 
other  countries. 

Only  one  employer-mandate  bill,  an  amended  version  of  S.  1227,  had  been  voted 
out  of  committee  by  the  close  of  the  102nd  Congress.  But  mandated  employer  coverage 
is  likely  to  be  one  of  the  mi^or  health  care  reform  approaches  considered  by  the  103rd 
Congress. 
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BACKGROUND  AND  ANALYSIS 


In  1978»  about  12^%  of  the  nonaged  (below  65  yeare  old)  population  did  not  have 
any  health  ineurance.  By  1986,  the  percentage  had  rieen  to  14.8%.  The  percentage  of 
uninaured  held  relatively  steady  throu^^h  1990  but  jumped  to  16%  by  1991,  poeeibly  due 
to  the  inereaae  in  unemployment  reaulting  from  the  receaaion.  In  1991,  a  total  of  35.4 
million  Americana  were  uninaured.  Low-income  houaeholds  were  more  likely  to  lack 
health  inaurance  than  thoee  with  middle  or  hi^  incomee,  and  84%  of  the  uniniur«d  are 
employed  or  lived  in  familiee  where  the  head  of  the  household  is  employed.  (These 
eatimstea  are  baaed  on  CRS  and  Congressional  Budget  Office  analyses  of  Heelth 
Interview  Survey  and  Current  Population  Survey  data.) 

The  growth  in  the  uninsured  over  the  last  decade  may  have  several  causes.  First, 
altboui^  the  proportion  of  Americans  in  the  work  force  has  been  growing,  the  percent 
receiving  health  benefite  has  been  dropping.  Some  analyste  attribute  this  trend  to 
shifte  in  employment  Many  of  the  new  jobs  created  in  this  decade  have  been  in  the 
■ervke  and  nonmanufacturing  industries,  the  aectors  least  likely  to  provide  coverage. 

Second,  the  proportion  of  the  population  receiving  coverage  throu£^  another 
family  member's  employment  has  been  dropping.  Several  factors  have  contributed  to 
this  decline.  As  coverage  of  primary  workers  has  dropped,  so  too  has  coverage  of  their 
depcodente.  Also,  a  growing  number  of  workers  appear  to  be  electing  coverage  for 
themaelvea  and  not  their  dependente.  In  1986,  workers  who  were  themselves  covered 
through  employment  failed  to  cover  their  spouses  in  3%  of  the  cases.  About  8%  of  the 
children  of  insured  workers  were  uninsured.  This  reflecte  in  part  a  decline  in  employer 
contributibna  to  the  coat  of  dependent  coverage,  a  trend  that  is  continuing.  In  1980, 
72%  of  medium-  and  large-site  firms  paid  the  full  coste  of  coverage  for  their  workers, 
and  51%  paid  the  full  coat  of  dependent  coverage.  By  1989,  fully  paid  individual 
coverage  was  available  in  only  48%  of  the  firms,  and  fully  paid  coverage  in  31%. 
Changes  have  also  occurred  in  family  structure;  there  are  more  households  with  older 
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children  or  unreUtod  indtviduaU.  Such  family  uoita  an  leci  likely  to  meet  the 
dennitiona  in  inauranoe  coverage  nilea. 

Third,  coverage  from  nonemplqyment  aourcet  declined,  partictilariy  Medicaid 
coverage.  In  the  1980a,  welfare  and  Medicaid  eligihility  standards  failed  to  keep  pace 
with  inflation;  while  the  absolute  number  of  people  in  poverty  was  rising,  the  number 
of  people  receiving  Medicaid  stayed  relatively  flat.  Recent  changes  in  the  Medicaid 
program,  such  as  initiatives  to  cover  more  pregnant  women  and  children,  appear  to 
have  reversed  this  trend. 

Insurance  status  has  implications  for  access  to  health  services.  The  uninsured  are 
less  likely  to  use  health  services  and  are  more  likely  to  be  in  poorer  health  than  the 
insured  population.  The  1986  National  Access  Survey  (done  for  the  Robert  Wood 
Johnson  Foundation)  reports,  for  example,  that  the  uninsured  had  approximately  40% 
fewer  ambulatory  visits  and  19%  fewer  hospitalizations  than  the  insured.  Of  those 
individuals  surveyed  who  had  chronic  illnessea,  20%  of  the  uninsured  failed  to  see  a 
physician  or  other  provider  over  the  course  of  a  year,  compared  to  17%  of  the  insured. 
In  addition,  the  uninsured  are  more  likely  to  delay  seeking  care;  when  they  seek  ca;^, 
the  ailment  may  be  more  serious  and  costly  to  treat.  Also,  the  uninsured  rely  men  on 
emergen^  rooms  for  basic  servicea,  experience  hi^er  rates  of  death  in  hospitals,  and 
are  leas  likely  to  receive  specific  procedures  (see,  e.g.,  Journal  of  the  American  Medical 
Auociationy  Comparison  of  Uninsured  and  Privately  Insured  Hospital  Patienta^  by  Jack 
Hadley  et  al.,  Jan.  16, 1991). 


Working  Uninsured 

Largely  as  a  result  of  labor  union  pressures  for  better  employee  benefits,  and 
Federal  tax  incentives  that  allow  employers  to  deduct  the  costs  of  providing  health 
benefits  to  their  employees,  employerrelated  health  insurance  became  increasingly 
commonplace  after  World  War  II.  Today,  after  paid  vacations,  it  is  the  most  common 
fringe  benefit  offered  by  employers.  Sixty-four  percent  of  nonaged  Americans  are 
covered  by  employer-sponsored  health  plans.  As  a  result  (and  in  contrast  to  many  other 
western  nations  where  health  benefits  are  provided  throu^  government  programs), 
workers  in  the  United  States  have  grown  to  rely  on  employer-provided  benefits  for 
these  basic  protections.  However,  as  the  following  statistics  reveal,  not  all  employers 
offer  health  benefits  and,  when  offered,  not  all  employees  accept  them. 

A  CRS  analysis  of  March  1990  CPS  daU  reveals  that  in  1989,  17.8  million 
uninsured  workers  reported  no  coverage  from  an  employer  plan.  Another  10.6  million 
uninsured  were  dependents  of  workers.  The  minority  of  uncovered  workers  are  low 
wage  earners.  The  Employee  Benefit  Research  Institute  (EBRD  reports  that  in  1988. 
89%  of  all  uninsured  workers  earned  less  than  $20,000;  66%  earned  less  than  $10,000. 
Almost  30%  of  uninsured  workers  earned  less  than  what  was  then  the  Federal 
minimum  wage. 

Workers  in  certain  employment  sectors  are  much  more  likely  to  lack  health 
insurance  coverage  than  the  average  American  worker  under  age  65.  These  include 
workers  in  agriculture;  retail  trade;  services  (business,  repair,  entertainment  and 
personal);  and  construction.  Workers  in  other  employment  sectors  (including 
manufacturing,  finance,  transportation,  and  wholesale  trade)  lack  insurance  coverage 
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only  one-third  to  oz^half  u  often  u  worken  in  the  above  employment  tecton.  The 
likelihooH  of  being  intured  under  an  employer  plan  alao  increase*  with  fmn  •ixe,  and 
belDff  aelf-emplpyed.  According  to  EBRI,  in  1988,  doae  to  50%  of  uninaured  workers 
were  employed  or  aelf-emplqyed  in  firms  with  fewer  than  25  employees. 


History  of  Federal  Elmployer  Mandates 

Reqairementa  on  R^taHity  Employer  Plans 

Hie  Federal  Government  has  traditionally  left  the  regulation  of  insurance 
(including  rules  relating  to  rating,  benefit  content,  marketing,  and  solvency)  ti  the 
SUtes.  The  Employee  Retirement  Income  Security  Act  of  1974  (ERISA)  -  a  Fe<:eral 
law  -  preempts  States  from  regulating  employee  welfare  benefit  plans.  Thus,  whereas 
the  States  regulate  insurers,  it  is  the  Federal  Government  that  regulates  employers  and 
their  health  plans.  (Hawaii  is  an  exception.  ERISA  was  amended  to  allow  Hawaii  to 
continv'  ita  law  requiring  employers  to  provide  health  insurance  coverage.)  Included 
under  employee  welfare  benefit  plans  are  self-insured  (also  known  as  self-funded)  health 
plana,  where  the  employer  assumes  all  or  some  of  the  risk  for  paying  claims,  instead  of 
paying  premiums  to  an  insurance  company  «^ch  in  turn  assumes  the  risk. 
According,  if  an  employer  purchases  insurance,  the  insurance  is  regulated  by  the 
SUte.  The  plan  itaelf  is  regulated  by  ERISA.  If  the  employer  self  insures  the  plan,  it 
is  solely  regulated  under  ERISA.  Plans  that  are  regulated  under  ERISA  must  comply 
with  notification,  disclosure,  and  fiduciary  standards.  ERISA  does  not  regulate  the 
benefit  content  of  plans.  This  means  that  self-insured  employers  are  relatively  free  to 
structure  their  plans  as  they  desire,  of  if  their  employees  are  represented  by  a  union, 
throuf^  the  collective  bargaining  process.  As  discussed  below,  however,  both  self- 
insured  and  insured  health  employer  plans  have  to  comply  with  specific  Federal 
requirements. 

For  example,  the  Health  Maintenance  Organization  Act  of  1973  (P.L.  93-222) 
requires  that  certain  employers  with  25  or  more  employees  ofTer  a  health  maintenance 
organization  (HMO)  option  in  their  health  plan  if  a  qualified  HMO  exists  in  their  area. 
In  1978,  (Congress  amended  the  Civil  RighU  Act  to  extend  the  prohibition  against  sex 
discrimination  in  employment  to  include  discrimination  on  the  basis  of  pregnancy,  child 
birth,  or  related  medical  conditions  (P.L.  95-^55).  As  a  result,  larger  eii<pIoyer  health 
plans  must  treat  women  affected  by  these  conditions  similarly  to  other  employees,  based 
on  their  ability  or  inability  to  work. 

In  the  1980s,  two  other  mi^or  sets  of  Federal  requirements  were  Imposed  on 
employer  health  benefit  plans:  the  health  insurance  continuation  requirements  under 
Title  X  of  COBRA  and  the  Medicare  secondary  payer  requirements.  In  the  first  case, 
the  passage  in  April  of  1986  of  Title  X  of  the  Consolidated  Omnibus  Budget 
Reconciliation  Act  (CX)BRA),  marked  a  mt^or  departure  in  Federal  law  and  regulation 
of  employers'  welfare  benefit  plans.  It  was  the  first  time  that  the  Federal  Government 
mandated  a  specific  benefit  in  employee  welfare  benefit  plans.  While  COBRA  does  not 
mandate  that  employers  provide  health  insurance,  it  does  require  that  empi'>yers  with 
20  or  more  employees  who  do  provide  health  benefits  ofTer  qualified  employees  and 
their  families  the  option  of  continued  health  insurance  for  certain  periods  of  time  at 
group  rates  when  faced  with  loss  of  their  coverage  because  of  certain  qualifying  events, 
such  as  termination  or  reduction  in  hours  of  employment,  and  death,  (^vorce,  and  other 
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changes  in  family  status.  (See  CBS  Issue  Brief  87182,  Private  Health  Iruurance 
Continuation  Coverage,  by  Beth  C.  Fuchs.) 

A  difierent  type  of  employer  mandate  was  legislated  throus^  changes  in  the 
Medicare  program  and  amendments  to  the  Age  Discrimination  in  Employment  Act  of 
1967.  Before  1982,  employers  generally  used  Medicare  coverage  as  the  basic  health 
inaurance  for  their  Medicare^ligible  employees  supplemented  by  an  employer-provided 
policy  which  filled  in  gaps  in  the  Medicare  coverage.  This  tended  to  ensure  that  health 
care  costs  for  their  older  workers  were  confined  to  supplemental  m  opposed  to  basic 
health  care  coverage.  In  1982,  as  part  of  the  Tax  Equity  and  Fiscal  Responsibility  Act 
(TEFRA,  PX.  97-248),  Congress  adopted  a  proposal  by  the  Reagan  Administration  to 
require  that  private  employers  with  20  or  more  employees  offer  their  employees  and 
their  employees*  spouses,  age  65-69,  their  health  insurance  plan,  which  would  be  the 
primary  payer  for  all  claims.  The  goal  was  to  reduce  Medicare  expenditures  by  shifting 
the  health  care  costs  of  older  workers  onto  employers.  The  "working  aged'  or 
"secondary  payer"  requirement  was  expanded  through  subsequent  laws.  The  Deficit 
Raduction  Act  of  1984  (DEFRA,  P.L.  98-369)  expanded  the  spousal  coverage  to  include 
all  beneficiaries  65-69  with  working  spouses  under  age  65.  COBRA,  (P.L.  99-272)  made 
Medicare  benefits  secondary  to  those  payable  under  employer  group  plans  for  employed 
individuals  age  65  or  over,  and  the  spouses  age  65  or  older,  of  any  employed  individual 
regardless  of  aro.  OBRA  of  1986  (PX.  99-609)  included  a  Reagan  Administration 
proposal  requiring  employers  with  100  employees  or  more  to  offer  their  disabled 
workers  and  their  spouses  the  option  of  coverage  under  their  employers*  health  plan 
as  the  primary  insurance  policy.  OBRA  90  (P.L.  101-508)  extended  current  Medicare 
secondary  payer  provisions  and  lengthens  a  current  law  secondary  payer  requirement 
relating  to  end-stage  renal  disease  beneficiaries. 

Move  Toward  Federally  Mandated  Health  Inaurance  Coverage 

While  Title  X  of  (X}BRA  and  other  Federal  requirements  affect  the  nature  of 
employer-sponsored  health  plans,  they  do  not  require  employers  to  provide  health 
insurance  to  their  employees  or  their  employees*  families.  The  idea  of  requiring 
employers  to  provide  and  largely  pay  for  their  employees*  health  insurance  was 
incorporated  in  a  Nixon  Administration  proposal  for  achieving  expanding  access  to 
health  care,  called  the  Comprehensive  Health  Insurance  Plan  (CHIP).  The  Nixon 
proposal  was  developed  to  compete  with  national  hepHh  insurance  proposals  which 
relied  heavily  on  the  public  financing  and  provision  of  insurance.  Neither  the  employer 
mandate  or  public  program  approach  attained  sufficient  support  to  be  enacted.  The 
Carter  Administration  also  developed  legislation  to  require  employers  to  provide  basic 
health  insurance  as  an  employee  benefit.  Like  the  Nixon  plan,  it  would  have  also 
expanded  Federal  programs  to  include  those  who  remain  uncovered  under  employer 
plans.  The  Carter  proposal  was  criticized  by  representatives  of  small  business  who 
argued  that  requiring  them  to  provide  insurance  would  add  significantly  to  their  labor 
costs  and  threaten  their  viability.  It  also  fell  victim  to  an  absence  of  consensus  among 
health  policy  makers. 

Improving  access  to  health  insurance  reemergcd  as  a  major  health  issue  in  the 
100th  Congress.  Faced  with  large  Federal  budget  deficits  and  an  apparent  diminished 
interest  in  Government-financed  solutions,  many  in  Congress  turned  to  employers  as 
a  potential  source  of  expanding  access  to  health  insurance  coverage.  In  the  100th  and 
101st  Congresses,  the  Senate  Labor  and  Human  Resources  Committee  marked  up  and 
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reported  favorably  to  the  full  Senate  bills  (S.  1265  and  S.  768  re«pecti\-ely)  that  would 
have  required  moat  employer*  to  provide  ba«ic  health  inaurance  to  their  emplpyeea  and 
their  employees*  faxniliea.  Theee  bills  were  stroni^y  opposed  by  small  and  many  large 
businesses  and  were  never  considered  by  the  Senate  or  the  House.  Opposition  also 
came  fitmi  those  who  favored  other  approaches  to  expanding  coverage. 

In  the  102nd  Congress,  expansion  of  employer-based  insurance  through  a  mandate 
on  employers  continued  to  be  favored  by  many  as  a  way  to  achieve  improved  coverage 
of  workers  and  their  families.  S.  2114,  for  example,  would  require  employers  to  provide 
basic  health  care  to  employees.  Employers  that  fail  to  provide  coverage  would  be  fined 
$50  a  day  per  eligible  employee.  However,  most  proposal*  (including  S.  1177,  S.  1227, 
HJt  2536,  H.R.  3206,  and  Hit  6060)  adopted  a  variation  of  the  mandated  approach 
referred  to  as  "play  or  pay.'  Under  this  approach,  employer*  would  be  required  to  pay 
for  basic  health  coverage  for  workers  and  their  families  or  to  pay  a  tax  (usually  based 
on  a  percentage  of  payroll)  which,  in  turn,  would  be  used  to  provide  health  insurance 
benefits  to  uncovered  persons  throug^i  a  public  program.  Hearings  were  hel  J  on  these 
proposals  in  both  the  House  and  Senate,  but  only  one  bill  made  it  through  full 
committee.  On  Jan.  22, 1992,  the  Senate  Labor  and  Human  Resources  Committee  voted 
10-7  to  report  an  amended  version  of  S.  1227  to  the  full  Senate. 

An  employer-based  approach  to  cacpanding  coverage  is  likely  to  be  one  of  the 
reform  options  given  serious  consideration  in  the  103rd  (Congress.  This  is  especially 
likely  since  President  Clinton  has  embraced  mandated  employer  provided  health 
insurance  as  part  of  his  plan  to  achieve  universal  coverage.  Under  the  Clinton  plan  (as 
developed  during  the  campaign),  employers  would  be  phased  in  under  a  requirement  to 
provide  coverage  to  their  workers  and  dependents.  Subsidies  and  pooling  programs 
would  oflaet  the  costs  for  small  firms.  Publicly  sponsored  insursnce  pools  (known  as 
health  insurance  purchasing  cooperatives  or  HIPCs)  would  offer  a  choice  of  private 
insurance  plans  for  those  persons  not  covered  by  employer  health  plans. 

Issues  Related  to  Mandating 
Employer*Provided  Health  Insurance 

TTie  debate  over  mandated  employer-provided  health  insurance  raises  questions 
about  the  potential  economic  effects  of  mandates  on  employers,  on  employees'  wages 
and  salaries,  and  on  the  national  economy.  These  question*  mre  eapeciilly  significant 
in  respect  to  the  effect  of  mandated  coverage  on  small  employera.  The  debate  also 
raises  philosophical  issues  such  as  the  nature  of  an  employer's  obligation  to  his  or  her 
employees,  and  whether  it  is  appropriate  for  the  Federal  Government  to  require  that 
employers  offer  insurance. 

Imum  for  Small  Employers 

As  noted  earlier,  the  likelihood  that  an  employer  will  offer  health  benefits 
increases  with  firm  sire.  According  to  a  1989  survey  of  employers  by  the  Health 
Insuiance  Association  of  America,  26%  of  firms  with  fewer  than  5  employees  offered 
health  benefits.  This  compares  with  54%  for  firms  with  5  to  9  employees,  72%  for  firms 
with  10  to  24,  90%  for  firms  with  25  to  49,  97%  for  firms  with  50  to  99,  and  99%  of 
firms  with  100  or  more  employees.  Of  the  employed  uninsured,  50%  worked  for  firms 
with  fewer  than  25  employees. 
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It  tf  often  AMumed  that  muOicr  «mptpyen  are  Imt  likely  to  offer  hMlth  benefite 
becauee  of  the  hi«^  coete  of  pceauume  (fKwrally  hi^  than  for  large  fimw), 
adminietrative  burden*,  and  the  perception  that  workere  prefer  caeh  nag;  j  to  benefite. 
Ettimatei  plaee  the  coeU  of  ineuranfie  for  anaU  empkyyer*  at  anywhere  from  10%  to 
40%  higher  than  for  largt  empkiyeri. 

Recearchere  have  concluded  that  emaller  employer!  tend  not  to  offer  health 
miurance  becauae  th^r:  (1)  face  higgler  per-worker  premiume  eince  the  riik  for  innarers 
It  spread  over  fewer  perKMM;  (2)  do  not  benefit  to  the  same  extent  af  larger  firm*  from 
the  tax  advantagM  a«K)ciated  with  offering  health  inmirmnce;  (3)  experience  hirfier 
fixed  coete  in  chooeing  and  adminietering  a  health  plan;  (4)  have  reUtiveiy  hi^er 
worker  tumorer  ratee  and  a  greater  uee  of  part>time  and  aeaeonal  employeee,  which 
mcreaae  their  adminirtrative  feee  relative  to  the  feee  charged  for  larger  firme;  and  (6) 
tend  to  have  narrower  profit  margina  from  which  to  pay  relatively  hi^tr  premium*. 
The  bottom  line  may  be,  however,  that  many  email  emplpyere  do  not  offer  health 
ineurance  becauae  they  do  not  need  to  do  ao  to  attract  and  retain  employee*. 

Aaaociatione  repreeenting  amaU  employers  argue  that  forcing  small  employers  to 
offer  health  insurance  vrill  reeult  in  hi^r  pricea,  lower  wages,  more  business  failures 
and  fewer  jobe.  They  say  that  a  mandate  would  increase  the  coate  of  labor  to  the  point 
where  companies,  espedally  smaUer  ones,  would  reduce  wages,  or  in  the  case  of  firms 
with  minimum  and  low-wage  workers,  reduce  their  labor  force.  Health  insurance  is  a 
relatively  expensive  benefit  Private  sector  surveys  report  that  in  1990,  health  benefits 
cost  on  average  over  $3000  per  employee.  For  the  30%  of  unmsured  woricers  who  are 
paid  lees  than  the  minimum  wage  (based  on  1968  EBRI  figures),  the  added  hourly  cost 
of  a  health  insurance  benefit  could  be  prohibitive,  even  if  the  employee  were  required 
to  pay  a  share  of  the  premium.  Although  a  mandated  insurance  package  mi^t  be  less 
comprehensive  and  therefore  leas  expensive  than  the  average  private  sector  policy,  it 
could  still  produce  reductions  in  the  employment  of  low  vfage  workers  as  employers 
attempt  to  adjust  to  higher  labor  costs.  But  it  should  be  noted  that  there  is  substantial 
debate  over  whether  mandated  coverage  would  remxlt  in  reductions  in  employment 
While  some  analyste  say  that  a  mandate  on  employers  to  provide  insurance  would  result 
in  a  significant  decline  in  jobs  across  the  economy,  others  say  that  any  such  job  losses 
would  be  largely  ofTset  by  the  creation  of  new  jobs  resulting  from  the  increased  demand 
for  health  care  services. 

Another  argument  used  against  mandated  coverage  for  small  employers  is  that 
low.wage  workers  prefer  to  receive  cash  benefits  or  are  already  covered  indirectly 
throu^i  a  family  member's  insurance  policy,  and  should  not  be  forced  to  accept  reduced 
earnings.  This  contention  is  somewhat  supported  by  surveys  of  employers. 

Many  proponenU  of  mandated  coverage  agree  that  smaU  employers  mirfit  be 
adversely  affected  if  they  were  required  to  offer  (as  well  as  pay  some  portion  oO  health 
insurance.  They  suggest,  however,  that  potential  problems  for  small  employers  could 
be  reduced  throu^i  mechsnisms  designed  to  lower  the  coste  and/or  the  administrative 
burdens  of  offering  health  insurance.  For  example,  the  cost  of  mandated  coverage  could 
be  partly  or  fully  offset  by  tax  credite  for  firms  for  which  the  mandate  creates  a 
financial  hardship.  Tax  credite,  however,  are  likely  to  require  a  significant  loss  in 
Federal  revenues,  especially  if  health  care  coste  continue  to  rise  at  their  present  rates. 
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Another  pOMibility  for  leMening  the  advene  effecU  on  tmaller  employers  U  to 
allow  tmployert  to  pay  leaa  than  would  be  required  if  they  had  to  purcbaae  the 
inaurancc  in  the  markatplace.  This  is  the  rationale  for  the  *play  or  pay^  approach 
described  above.  The  cost  of  the  mandate  to  the  employer  would  then  depend  on  the 
amovmt  of  the  payroll  contribution  or  tax  required  by  the  law.  Employers  that  could 
buy  health  insurance  for  their  workers  for  less  than  the  payroll  tax  would  preaumably 
make  that  choice.  Employers  that  found  the  contribution  to  be  less  than  the  cost  of 
insurance  would  chooae  to  pay.  However,  any  cost,  whether  it  be  to  play  or  pay,  may 
be  viewed  by  many  employers  as  too  hi^. 

Another  possibility  would  be  to  encourage  the  pooling  of  large  numbers  of  small 
emplc^rs  in  one  laz^  group,  thus  enabling  them  to  obtain  health  insurance  at  lower 
coats.  Pooling  mecbaniams  have  been  employed  with  mixed  success.  (For  more  on 
pooling,  see  Insuring  the  Unin$ured:  Options  and  Analysis^  by  the  Health  Insurance 
Team.  Congressional  Research  Service.  Washington.  1988.) 

Qaeaiion  of  Employer  ResponribUity 

Proponents  of  mandatory  employer-provided  health  insurance  argue  that 
employers  have  a  basic  obligation  to  ensure  that  their  employees  have  acceas  to  health 
insurance  just  as  they  have  an  obligation  to  provide  a  living  wage.  They  assert  that  a 
minimum  health  benefits  law  should  be  established  in  the  same  manner  as  the  Federal 
Government  has  established  a  minimum  wage  law.  Thay  say  that  it  will  ultimately 
lower  the  nation's  health  bill  because  more  people  will  have  timely  access  to  health 
care.  Pe^^pie  will  seek  care  when  they  first  need  it  and  not  wait  until  their  illness  or 
disability  requires  heroic  and  expensive  treatment.  In  addition,  they  argue  that 
requiring  employers  to  provide  coverage  is  in  keeping  with  the  nation's  heavy  reliance 
on  employment-related  insurance.  Th^  further  assert  that  relying  on  private  rather 
than  govemment'provided  insurance  builds  on  the  American  tradition  of  providing 
health  insurance  throu^  a  competitive  marketplace. 

Proponents  also  argue  that  this  approach  will  increase  equity  across  employers  and 
taxpayers.  According  to  a  CRS  fjialysis  (based  on  March  1990  CPS  data),  23  million 
working  Americans  receive  coverage  through  employers  for  whom  they  are  not  directly 
working.  In  addition,  health  insurance  premiums  are  priced  to  include  not  only  the 
direct  cost  of  providing  health  care  services  to  an  employer's  workers,  but  also  other 
costs  borne  by  the  providers  of  health  care  for  uninsured  or  underinsured  individuals, 
a  substantial  portion  of  which  are  uninsured  workers.  Consequently,  employers  who 
are  paying  for  health  care  coverage  for  their  employees  are  subsidizing  those  employers 
who  are  not  paying  for  coverage  as  well  as  subsidizing  the  costs  of  care  for  the 
nonworking  uninsured.  On  the  other  hand,  individuals  who  are  not  offered  insurance 
by  their  employers  are  not  benefiting  from  the  $46  billion  (FY1993)  in  favorable  tax 
treatment  received  by  employees  in  firms  that  provide  health  benefits.  (See  CRS  Report 
90-607,  Taxation  of  Employer-Providtd  Health  Benefits,  by  Beth  Fuchs  and  Mark 
Merlis.  Oct.  2,  1990.) 

Opponents  of  mandatory  employer-provided  health  insurance  counter  by  arguing 
that  employers  have  no  inherent  obligation  to  provide  health  benefits.  They  assert  that 
the  individual  has  a  responsibility  to  purchase  insurance  in  the  private  market.  For 
those  individuals  who  cannot  afford  to  pay  for  health  insurance,  then  the  public  sector 
should  provide  a  minimum  level  of  health  care.  They  argue  that  an  employer's  decision 
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by  tte  GoTtrnm^t.  BatfaT,  it  m  tobor.i-nacmtpt  mcotMitioDt  or  fre-market 
^n^tMD  aaoQC  inram  ^  ibr  MBplojtn*  buwM»  that  thould  dttermine 

under  thtpoljqr.  m«r«»  k       qoe  form  of  eoo^ittm 

employ«.«nd«n^»ky^tod»cideliowtoUlc^^  Such 

°r  i^^""*"***^       ^  tffidendoi  in  the  .apply  Mnd 

demMMi  of  h^hh  eomi«i  and  •»Tiew,  tl«i«  to 

There  are  aJao  thoat  who  notet  mandataa  baeauM  they  would,  in  their  view, 
imdermmethe  «4untaiyn«tur.of«Dp^^  They  argue 

employer!  have  pmately  cfaoaeo  to  pnmde  in  a  forri  thf>t  ia  moat  appropriate  to  their 
own  emplqyeee.  Some  enqrfoytn  who  alra«!y  inaure  their  emplpyeea  argue  that  a 
Federal  Uw  mandating  that  employere  pronde  in«iranc«  (particularly  if  that  Uw  were 
toreqmre  a  baaie  mmimum  leird  of  beoefita)  would  reault  in  hifSer  employee  benefit 
coeta  and  new  adauniatratrfv  burdecw. 

AUndated  Eaployer^PrcMded  laMoaaoe  mad  CoMpetitiveaeM 

In  addition  to  the  debate  about  emiOoyer  waponrtbiUty,  there  ia  a  different  set  of 
u«.ue«  relatmg  to  the  potential  effect,  of  ««>dating  benefit,  on  employer.'  ability  to 
compete  in  domeatK  and  world  market..  Much  of  the  analyae.  of  theae  effecU  i. 
speculative;  however,  the  bMc  atgumenta  tend  to  be  articulated  a.  follow.. 

OpponenUMythatmandatedinaurancewoulddriveupthecortofdoingbuiineM 
and  reduce  the  abUily  of  firm,  to  compete,  both  in  the  domeattc  and  world  markeU. 
^^t^  1^*  "^"^  manufacturer,  (eapectally  thoae  from  certain 

SlUIll  ^  2f  ^  T  competing  again*  cmplcQm  irtw  do  not  a.  a  rule  provide 
health  «id  other  frmge  benefits  Hii.  help,  foreign  manu&eturer.  to  hold  their  price. 
doiTO  SmaU  employer.,  e^wdally,  believe  that  mandating  health  inwrance  coverage 
might  cauje  them  to  kae  whatever  competitive  edge  th^  may  have  .ince  they  would 
have  to  of&etUiecort  of  the  new  benefit,  by  raiaing  their  price..  WhUe  many  wnaller 
firm,  do  not  directly  engage  in  intemationa]  trade,  aome  proportion  of  them  are 
supp her.  to  large  companiea  that  do  compete  internationally.  Hirfier  coat,  for  a 
imppher  affect  the  coat,  of  the  punAaftngfinB.:  if  health  inwrwice  coverage  were 
required,  nnall  employer,  mi^t  paM  the  eoet  of  the  coverage  onto  their  diento.  Thi. 
reaMmng  i.  aUo  extended  to  domertic  competition. 

ProponenU  of  mandated  coverage  dirauM  the  competitiveneM  vgument  a.  invalid 
ornotcompeUing.  In  their  eyea.  it  i.  not  a  real  i.we  becauae  the  companie.  that  are 
rtrug^ing  to  maintain  their  competitive  edge  (audi  aa  the  auto  manufacturer.)  are  the 
veiy  companie.  that  already  provide  health  inaurance.  The  minority  of  the  working 
umn.ured  are  not  found  in  the  tranaportetion  and  manufacturing  induatrie.  but  in  the 
•ervice  and  retai  trade  induaCrie.,  whidi  are  comparatively  unaffected  by  foreign 
computation.  It  »  theae  Utter  indurtrie.  that  have  expe-.-enced  the  mo^c  growth. 
Mandated  coverage  proponenta  condude  that  there  a^^  more  .critical  viiable. 
undermmmg  toencan  competitivenea.  than  the  coct  io  American  firm,  of  their 
employee  benefit  packagea. 
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Soiae  economUt*  believ*  both  tidM  it  wrong.  They  argue  th«t  employeri  do  not 
co^  thftir  hMlth  can  eoaU  by  nuting  the  price  of  their  products  but  inrtead  by 
radudng  workkre'  wagea  or  comtraining  waga  moreaaea.  Accordingly,  newly  mandated 
coverage  would  hurt  workan'  income  and  not  the  ability  of  employen  to  compete  in 
domaatic  or  world  markate. 

"Play  or  Pay"  Optkm 

Similar  argumenta  are  made  for  and  against  employer  mandates  that  take  the  form 
of  "play  or  pay,'  where  the  employer  would  be  required  to  provide  health  insurance  or 
pay  a  contribution,  usualfy  to  a  public  (Government)  program,  which  would  in  turn 
provide  coverage  to  thoae  without  employer-provided  insurance.  T^ically,  the 
propoaals  to  establish  a  play  or  pay  requirement  on  emplqyera  also  provide  for  a 
taxpayer  subsidy  of  the  costs  of  the  public  program.  This  keeps  the  contribution  rate 
(i.e.,  the  tax  on  the  employer's  payroll)  for  those  who  choose  to  pay  to  a  lower  level 
than  would  otherwise  be  necessary.  ProponenU  of  play  or  pay  say  that  it  wnuld  aoflen 
the  impact  of  a  mandate.  Assuming  that  the  contribution  rate  were  aet  at  an 
appropriate  level,  employers  with  low-wage  work  forces  mi^t  therefore  find  it  less 
expensive  to  pay  the  contribution  than  to  provide  the  insurance.  In  addition,  they  say 
that  tax  crediU  and  other  forms  of  iubsidies  could  be  used  to  lessen  the  adverae  effecU 
of  the  contribution  on  employers. 

Opponents  of  "play  or  pa/  say  that  the  economic  burden  of  the  contribution  on 
many  employers,  especially  smaller  furms,  would  still  be  iubstantial.  The  contribution 
rate  would  be  a  tax  on  their  businets;  even  if  it  were  less  than  the  cost  of  buying 
insurance,  it  would  still  drive  up  the  cost  of  labor.  The  economic  burden  of  the 
contribution  on  many  employers,  especially  smaller  Hrms,  would  still  be  substantial. 
Moreover,  they  contend  that  the  contribution  rate  would  have  to  be  steadily  increaaed 
in  order  to  prevent  rising  numbers  of  employers  from  choosing  to  pay  into  the  public 
program  and  dropping  their  insurance  plana.  (The  logic  of  thia  argument  is  based  on 
an  assumption  that  private  insurance  should  retain  a  significant  role  in  a  universal 
health  insurance  program,  and  that  the  public  program  should  not  become  the  primary 
source  of  coverage  for  workers  and  their  families.) 


Types  of  Mandated  Coverage  Proposals 

A  variety  of  approaches  to  mandating  coverage  are  incorporated  in  legislation  that 
has  been  introduced  in  recent  years.  While  most  are  aimed  at  expanding  access  to  basic 
health  insurance  by  mandating  that  employers  provide  health  coverage,  others  seek  slso 
to  define  the  natur«  of  the  benefits  to  be  offered.  As  noted  sbove,  bills  in  the  102nd 
Congress  would  require  employers  to  provide  insurance  or  pay  a  percentage  of  payroll 
(see,  for  example,  HJl- 1256,  H.R.  2535,  HJR.  3205,  HJt  5060,  S.  1177  and  S.  1227). 
One  bill,  S.  2114,  requires  employers  to  provide  basic  health  care  to  employees  or  pay 
a  tax  penalty  for  the  period  out  of  compliance.  Other  propoaals  would  require  that 
employers  offer  a  minimum  benefit  package  but  not  have  to  pay  for  it  (see  HJt  1230 
and  H.R  1565).  Some  proposals  modify  Title  X  of  COBRA  to  extend  the  duration  of 
continuation  coverage  for  certain  populations  (see  CRS  Issue  Brief  87182).  In  past 
years,  proposed  bills  would  have  required  employers  already  offering  insurance  to  offer 
specific  benefits,  such  as  well-baby  care. 
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IMlBlaf  tlM  AppUcatfaa,  Nairn  aad  Soope  or  BC^^ 

Should  Aiiuuxi^iq^toaU«ai|dq7m,aiidif  ihould  the  limiU  be 

drmwn?  TIm  lladkara  woridnf  afid  and  GOBRA  Titk  X  provuiozw  exempt  emplqyere 
with  fern  than  »)  tmifloymt,  ahiioai^  the  OBBAV  1966  Medicwe  working  diMbled 
proTiatoMtppiy  to  ooljrtfaoMMB^Ioyws  within  Congrew  ha« 

been  waty  of  applying  mandates  to  MBiiler  eovloT^  of  concerns  that 

they  are  not  M  99mfy  ebMcbed  by  audi  firae  and  oould  eraate  economic  hardahipe. 
Congreae  has  alao  asdiidad  the  Pedetal  Gomrnaaot  and  roligiouf  organisationa  from 
certain  provisiooa.  Howwtr,  cnaapCaooa  of  mall  fiima  or  other  typea  of  employer! 

could  leave  many  people  uninaurwl,  eapec^a^y  if  the  mandate  were  not  com^ 
expanded  puUic  inauranea. 

The  debate  over  mandated  health  inauranee  coverage  ia  influenced  by  concerns 
about  the  lack  of  covengs  and  eoncama  that  wocldng  Americana  are  not  adequately 
protected  againat  the  coaU  of  a  cataatrophic  iVm.  Conaequently,  there  have  been 
propoaala  in  the  paat  to  require  that  eoqployirs  provide  basic  hoapital  and  medical 
insurance  aa  weU  aa  thoae  that  would  nani'ata  oobr  cataatrophic  iUneaa  protection. 
Another  iaaue  U  whether  the  mandate  shou.)  1  apadi/  the  nature  of  health  benefiu  to 
be  oflenK]  by  empkgren-  Agun,  the  propoaala  vary  in  their  a|}proach.  Seme,  such  aa 
102nd  Congreaa  faUU  HJL  2625,  S.  1177,  and  S.  1227,  would  require  a  mirimum  level 
of  benefiU  in  the  health  inauranrr  package.  In  S,  1227,  an  actuarial  equivalency 
provision  would  allow  anqilqycra  to  offer  difTerant  mixea  of  benefiU  aiid  employee 
coat-sharing  requiremeata.  Another  approach  would  be  to  leave  the  benefit  package 
unspecified  or  to  require  that  the  benefit  padkagi  total  to  a  specific  actuarial  value. 
TTiere  have  also  bean  narrowly  defined  propoaala  that  mandate  that  employers  who 
already  provide  health  insurance  inehide  within  their  benefit  package  specific  services, 
such  as  coverage  for  pMiiatricpravecittva  health  care.  (See  S.  968  and  UK.  1449.  in  che 
100th  Congreaa.) 

DefiiOnif  the  PotmlatkM  to  be  Covct«d  and  tl^ 

If  a  mandated  ^iproach  were  purwed,  it  would  be  necessary  lo  define  the 
beneficiaries  who  would  receive  the  mandated  health  coverage.  The  employer's 
responsibility  could  be  limited  to  active  full-time  enq»Ioyeea,  or  expanded  to  include  any 
or  all  of  the  foUowing:  part-time,  aeaaonal,  or  retired  employees,  spouses,  widowed 
and/or  divorced  apouaea,  dependent  family  members,  and  employees  who  have 
terminated  their  employment,  either  votuntariiy  or  involuntarily.  Title  X  of  COBRA 
provides  an  example  of  a  broad  definition  of  benefictariea.  HJR.  3393  (102nd  Congress) 
illustratea  where  an  employer  •pay  or  play'  requirement  ia  limited  to  coverage  for 
pregnant  women  and  children. 

In  the  same  vein,  some  propoaala  are  directed  at  ensuring  that  employers  offer 
health  benefiU  beyond  the  point  at  which  the  employee  (and  his/her  dependenU)  has 
an  immedUte  connection  with  the  employer.  In  the  past,  Congress  has  considered 
proposals  to  require  that  cmpkyera  pay  for  the  continued  group  coverage  of  laid-ofT 
employees  for  a  defined  period  of  time.  In  this  caae,  the  benefit  package  may  or  may 
not  be  defined.  Such  cootinuatiott  of  coverage  mandates  may  extend  to  laid-ofT  or 
otherwise  terminated  employeea,  retiresa  of  the  firm  and  dependent  spouses  and 
dependents  of  such  employeea. 
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Dcaainir  the  liability  of  Employm  and  Employeec 

Ifandatod  covtrafs  billi  m\mo  geiMraUy  dtfme  the  limiU  of  the  emplqy«r'i  financial 
obligation  to  pay  for  thoat  banafita.  In  Titla  X  of  COBRA,  Congraaa  autborizad 
amplograra  to  racpura  tba  amploya*  to  pay  for  the  continuad  haalth  eorarafa,  plua  a 
amall  fee  to  co^r  tha  amplqymr'i  adminiatratiire  coata.  A  few  102nd  Confraae  billa  CHJt 
1230,  Hit  1566)  adopted  a  mandated  oflaring  approach  in  which  employera  would  be 
required  to  ofitar-r  butjxrt;  contribute  to  ~  a  basic  package  of  health  benefita.  In  other 
propoaala,  the  focua  ia  to  keep  the  employee*!  coata  for  coverage  low  by  requiring 
employera  to  pay  a  large  portion  of  the  premium.  For  example,  S.  1227  would  require 
that  the  employer  pay  80%  of  the  employee*!  inaurance  premium  which  in  turn  would 
be  deductible  from  the  employer*!  taxea  aa  a  coat  of  doing  buaineaa.  The  premium*  of 
low-income  emplpyeea  would  be  aubaidized  by  the  public  plan.  Hit  2563,  in  the  lOltt 
Congreea,  would  have  prohibited  employera  from  reducing  their  premium  iharea  for 
certain  part-time  workera. 

Under  the  varioua  'play  or  pay*  propoeala,  an  employer'!  fmancial  obligation  for 
providing  health  benefita  would  alao  be  determine  by  the  level  of  the  contribution 
required  of  thoie  employera  who  decide  not  to  provide  inaurance  to  their  employee!  and 
their  employee*!  famili«e.  "Play  or  pay*  bilb  in  the  102nd  Congreta  generally  left  the 
contribution  rate  to  be  determined  by  the  Secretary  of  the  Department  of  Health  and 
Human  Services.  However.  HJL  2535  provided  that  if  the  Secretary  doe*  not  set  the 
percent,  it  would  be  aet  at  7%  of  payroll.  Hit  3205  aet  the  initial  payroll  tax  at  9%  of 
the  Medicare  wage  baae  and  then  indexed  it  for  inflation. 

Legislation  i  x  the  102iid  Congress 

The  HealthAmerica  bill  (S.  122'i)  waa  introduced  by  Senator  Mitchell  June  5, 1991, 
titled  HealthAmerica:  Affordable  He^ilth  Care  for  All  Axcericant  Act.  The  bill  would 
have  amended  the  PHS  Act,  the  SSA»  and  the  IRC  to  require  that  6  yeara  after 
enactment,  almost  all  employera  would  provide  qualified  health  benefita  to  their 
employees  and  their  employees*  familiea  or  contribute  to  a  public  program  (AmeriCare) 
a  percent  of  payroll.  The  "play  or  pay*  requiremeut  would  have  been  phaaed-in,  with 
the  requirement  affecting  employers  with  over  100  employees  in  the  aecond  full  year 
after  enactment.  Employers  Uiat  provide  health  benefita  would  have  to  pay  80%  of  the 
premium  (the  premiums  of  low-income  emplpyeea*  could  be  subsidized  by  AmeriCare). 
The  bill  provided  for  minimum  standards  to  make  insurance  sold  to  smaller  firms  more 
accessible  and  included  coat  containment  and  other  provisions.  It  was  referred  to  the 
Committee  on  Finance.  Hearings  were  held  Sept.  30, 1991  by  Finance  Subcommittee 
on  Health  for  Families.  An  amended  version  waa  voted  to  be  reported  by  the  Senate 
Labor  and  Human  Resources  Committee  on  Jan.  22, 1992. 


LEGISLATION 

H Jt  30  (Grandy) 

Health  Care  Empowerment  and  Access  Le^slation.  Amends  ERISA,  the  Internal 
Revenue  Code  (IRC),  the  Public  Health  Service  (PHS)  Act  and  the  Social  Security  Act. 
Requirea  employers  to  offer  coverage  for  eligible  individuals  under  basic  group  or  group 
hesJth  payroll  deduction  plans.  Introduced  Jan.  5,  1993;  referred  to  (>)mm>ttees  on 
Education  and  Labor,  on  Ways  and  Means,  and  on  Energy  and  Commerce 
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Health  Care  Reform:  Sin^e-Payer  Approaches 


SUMMARY 

Among  the  more  than  100  health  care 
reform  bilU  introduced  in  the  102Dd  Con< 
greM  were  many  propoaala  to  provide 
health  insurance  to  moat  or  ail  Americana 
through  a  "single-payer^  system.  Such  bills 
were  backed  by  many  Democrata  and  aome 
Republicans,  who  claim  that  afTordable 
health  care  for  all  ia  beat  achiered  by  end- 
ing the  complexity  and  inefficiency  results 
ing  from  our  current  aj^stcm  of  multiple 
insurers,  private  and  public,  each  with  their 
own  eligibility  requirementa,  benefit  pack- 
ages, provider  payment  rtilea,  and  adioinis- 
trative  expense.  Sin^e-payer  bills  will  be 
competing  with  other  reform  approaches  in 
the  103rd  Congress  (managed  competition, 
tax  approaches,  etc.),  each  potentially  pro- 
ducing different  diatrihutiooal  effects  on 
access  and  coat. 

Proposals  bearing  the  label  'sin^^e 
payer'  take  a  variety  of  forms.  Uoat  com- 
monly, the  term  is  used  to  deacribe  a  sys- 
tem in  which  the  government  would  spon- 
sor and  pay  for  health  care  for  all;  often, 
such  sin^e-payer  plans  rely  on  broad-baaed 
taxes.  Paymenta  to  providers  are  rtfulated 
and  flow  through  a  single  pipeline;  ajrstem- 
wide  limita  on  spending  may  be  impoaed. 
Existing  public  insurance  programs  are  sub- 
sumed under  the  new  program;  private 
insurance  is  eliminated  or  operated  only  to 
cover  services  not  insured  under  the  gov- 
emmentplan.  The  system  would  be  imple- 
mented at  the  national  or  SUta  level,  or 
through  a  Federal-SUte  partnership.  In 
the  parlance  of  todity'a  debate,  it  ia  the 
'Canadian  approach.'  Other  propoaala  uae 
'single  payer'  to  describe  a  ayatam  in  which 
a  framework  is  eatabtisbed  for  ooe  Federal 
or  State  pa3rer  hut  other  ioMurinf  entatias 
(such  as  HMOa)  are  available  aa  altariM- 
tives,  aaauming  they 


play  by  certain  rules.  Additional  single- 
payer  variants  are  found  as  well. 

Single-payer  approaches  are  supported 
by  aome  consumer  and  physician  groups 
and  aome  employers  and  unions.  Propo- 
nents say  that  moving  to  a  single-payer, 
public  insurance  program  covering  all 
Americans  would  save  billions  of  dollars  in 
administrative  expenses.  In  addition,  they 
say  it  would  end  the  shifting  of  costs  from 
one  insuring  entity  to  another  that  current- 
ly impedes  efforts  to  control  spending. 
Assuming  government  subsidies  of  lower- 
income  populations,  such  a  eystem  also 
would  ensure  universal  access  to  adequate 
and  affordable  health  insurance,  without 
regard  to  ability  to  pay.  Opponents  argue 
that  a  single-payer  system  would  lead  to 
bureaucratic  medicine  in  which  consumer 
preferences  would  ^ve  way  to  government 
preferences  in  the  determination  of  who 
geta  what  health  care.  They  say  it  would 
reduce  the  innovation  and  diversity  that 
has  helped  to  bring  the  U.S.  advances  in 
health  care  delivery,  technology,  and  financ- 
ing. Opponents  also  claim  critical  medical 
reaources  would  end  up  being  rationed; 
millions  would  see  their  health  insurance 
coverage  deteriorate. 

Mnjor  issues  arising  with  respect  to 
single-payer  proposals  include:  the  potential 
system-wide  savings  in  administrative 
cxpenaea  (estimates  greatly  vary);  the  ade- 
quacy of  the  benefit  package;  methods  for 
containing  physician,  hospital,  and  other 
provider  eoata  (proposals  differ  in  the  strin- 
gency of  cost  controls);  methods  of  contain- 
ing s;ystem-wide  expenditures;  and  ways  to 
finanee  the  iryatem  to  achieve  the  preferred 
diatribution  of  program  costs  among  con- 
aumara,  employers,  and  governments. 


Reprinted  from  Health  Care  Reform:  Single-Payer  Approachea:  Issue  Brief,  by 
•Jeth  C.  Fucha.  Washington,  Congreaaional  Reaearch  Service,  Updated 
■tegularly.  12  p. 
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Most  Recent  Developments 

On  March  3,  1993,  Rep.  McDermott  and  Senator  WelUtone  introduced  the 
American  Health  Security  Act  of  1993  CH  Jt  1200  and  S.  491),  a  reviaed  version  of 
Rep.  Ruaeo's  102nd  Congreaa  iinf^e-payer  propoaal.  The  McDennott-Wellitone 
propoaal  is  seen  by  many  aa  the  migor  alternative  to  employer-baaed  and  tax- 
^tem  options  for  expanding  financial  acceaa  to  coverage.  It  is  also  viewed  as  an 
alternative  to  managed  competition  for  achievingcontainment  of  health  care  coste. 
Sin^e-payer  proposals  will  be  among  thoae  debate]  hy  the  103rd  Congress  as  it 
considers  ways  to  achieve  health  care  reform. 


BACKGROUND  AND  ANALYSTS 

More  discussion  of  health  care  reform  is  occurring  today  than  at  any  time  since 
the  19708.  This  interest  has  been  fueled  by  health  care  spending  projected  to  reach 
almost  19%  of  the  national  economy  by  2000  and  rising  numbers  of  uninsured  (over  35 
million  in  1991).  The  public's  concerns  about  unpaid  medical  bilis,  being  locked  in  a 
job  to  maintain  health  benefiu,  and  escalating  insurance  premiums  have  brought 
renewed  attention  to  issues  of  universal  coverage  and  cost  containment.  Over  100 
reform  proposals  were  introduced  in  the  102nd  Congresr,  and  health  care  reform  was 
a  m^or  issue  in  the  1992  Presidential  campaign.  President  Clinton  has  said  that  he 
will  send  a  comprehensive  reform  proposal  to  Congress  later  this  spring. 

One  reform  approach  favored  by  some  Members  of  Congress  calls  for  moving  away 
from  our  existing  system  of  multiple  sources  of  insurance  to  a  lyetem  in  which  one 
entity  serves  as  the  insurer  of  all  Americans.  This  is  often  called  the  tingle-payer 
approach.  Single-payer  bills  in  the  103rd  Congress  include,  for  example,  H.R,  16,  H.R. 
1200  and  S.  491.  In  the  102nd  Congress,  there  were  also  hult  to  expand  Medicare  to 
cover  everyone,  a  clear  variant  of  the  single-payer  approach  (H-R.  650,  H.R,  1777). 
Another  set  of  bills  would  have  established  State  administered  universal  insurance 
programs,  relying  primarily  on  a  single  public  payer.  These  included  such  bills  as  H.R. 
16,  H  3689,  H.R,  6500,  S.  1446,  S.  2513,  and  S.  3331.  Some  of  theae  bills  would  have 
encouraged  managed  care  plans,  such  as  health  maintenance  organizations  (HMOs),  as 
an  alternative  to  the  sin^^e  public  plan.  Such  sin^e-payer-proposals  will  be  among  the 
options  considered  by  the  103rd  Congress  as  it  debates  health  care  reform.  Other 
options,  however,  including  an  employer  mandate  combined  with  managed  competition, 
appear  to  be  gaining  more  support  both  in  Congress  and  within  the  Clinton 
Administration.  (See  FOR  ADDITIONAL  READING  for  CRS  products  covering  other 
approaches.) 

What  is  the  Single-Payer  Approach? 

Americans  receive  health  insurance  today  from  a  wide  variety  of  sources,  including 
over  1200  commercial  insurers,  about  550  health  maintenance  organizations  (HMOs), 
73  Blue  Cross/Blue  Shield  plans,  self-insured  plans  operated  by  private  employers,  local 
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and  State  government*,  the  Federal-State  program  for  the  poor  and  disabled  (Medicaid) 
and  the  Federal  Government  (including  M^care,  and  the  Veterans'  Administration  and 
Defense  Department  programs).  Each  instirinir  entity  has  iu  own  eligibility 
requirements,  enrollment  procedures,  claims  processing,  and  utilisation  and  quality 
review  programs^  all  of  which  add  to  administrative  expense.  For  this  reason,  many 
people  daaeribe  our  system  as  multipayer  or  pluralistic. 

OpponenU  of  the  current  multipayer  system  say  that  the  hundreds  of  different 
public  and  private  insuring  entities  needlessly  complicate  the  system  and  drive  up  the 
cost  of  health  care.  In  their  view,  reform  requires  that  we  streamline  the  system,  that 
we  move  towards  a  few  entities,  or  a  Mingle  payer,  throu^  which  health  insurance 
would  be  financed  and  medical  services  reimbursed.  Such  a  system,  they  argue,  would 
effectively  contain  costs  because  the  sin^e  payer  would  exert  monopsony  power  over 
provider  payments.  If  a  provider  did  not  like  what  it  was  ge*:ting,  it  could  not  turn  to 
another  payer  in  the  hopes  of  getting  more,  as  it  can  in  a  multipayer  system.  It  would 
also  eliminate  duplicate  administrative  costs. 

Proposals  bearing  the  label  "single  payer"  take  a  variety  of  forms,  and  as  such,  the 
term  can  be  more  confusing  than  helpful  as  a  tool  of  classification.  Most  commonly,  the 
term  "single  payer"  is  used  to  describe  an  approach  in  which  the  government  sponsors 
and  pays  for  health  care  for  all  persons.  Everyone  gets  their  basic  health  insurance 
from  the  one  government  sponsored  (i.e.,  public)  plan.  IVpi'^lyi  such  single-payer 
plans  are  financed  with  revenues  generated  from  income,  payroll,  and  other  taxes.  All 
payments  to  hospitals,  physicians,  and  other  providers  are  regulated  and  originate  with 
the  government  plan.  System-wide  controls  on  spending  may  also  be  in  placti.  Existing 
public  insurance  progranu,  including  Medicare,  Medicaid,  and  Department  of  Defense 
and  Veterans'  Affairs  programs  are  subsumed  under  the  new,  government  program. 
Private  insurance  is  either  eliminated  or  maintained  only  to  cover  services  not  insured 
under  the  government  plan,  c^uch  a  sint.  ^payer  approach  can  be  implemented  at  the 
national  or  Sute  level,  or  through  a  Federal-Sute  partnership.  In  the  parlance  of 
today's  debate,  it  is  the  "Canadian  approach."  It  is  most  clearly  reflected  in  such  103rd 
Congress  bills  as  HIL  1200  and  S.  491  and  such  102nd  Congress  bills  as  H.R.  650 
(Stark),  H.It  1300  (Russo),  HJl.  2530  (Sanders),  and  S.  2320  (W.  llstone). 

Some  proposals  use  the  term  "sin^e  payer"  even  thou^  more  than  one  entity  may 
be  authorized  to  play  that  role.  These  proposals  set  up  a  framework  for  one  Federal 
or  State  payer  but  permit  other  insuring  entities,  such  as  HMOs  or  large  employers, 
also  to  act  as  insurers,  so  long  as  they  can  meet  specific  requiremenU.  While  providers 
may  receive  payment  from  several  sources,  the  rates  of  payment  are  typically  set  by  the 
public  insurer.  At  some  point,  such  "sin^e-payer^  proposals  begin  to  look  more  like  the 
■all  payer  approach"  reflected  by  the  Crerman  health  care  system,  and  some  SUte  "all 
payer"  rate  regulation  systems  iu  which  insurance  companies  and  employer  health  plaris 
are  required  to  pay  providers  using  predetermined  uniform  rates  and  fees,  usually  set 
throu^  negotiation  with  providers.  (Examples  in  the  102nd  Congress  include  H.R. 
3205  (Rostenkowski),  HJl.  5502  (Stark),  and  HJL  4889  (Cardin)).  There  are  also 
proposals  that  channel  the  revenues  for  health  insurance  through  a  single  entity,  such 
as  the  Federal  or  a  State  govenunent,  but  provide  insurance  throu^  multiple  public 
and  public  entities.  The  Dingell-Waxman  bill  in  ^e  102nd  Congress  (HJt  5514)  took 
this  approach,  as  does  the  plan  proposed  by  California's  insurance  commissioner,  John 
Garamendi. 
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Thii  iMue  brief  fociuea  on  tingle-payer  propoialt  that  provide  insurance  coverage 
for  all  under  one  public  program,  which  in  turn  i«  the  main  source  of  payment  to 
physicians,  hospitals,  and  other  providers.  It  includes  plans  that  are  organized  at  the 
national  as  well  as  State  level.  It  also  includes  plans  that  establish  the  structure  for 
a  single-payer  system  but  permit  qualified  health  insurance  arrangements,  such  as 
HMOs  tc  J  lovide  health  insurance  as  well.  While  single-payer  proposals  could  provide 
for  public  ownership  of  health  care  facilities  and  making  all  physicians  and  other 
providers  employees  of  the  public  plan,  this  iJ  not  a  requirement.  Indeed,  all  but  one 
bill  in  the  102nd  Congress  (H.R.  3229),  would  have  maintained  a  private  delivery 
system. 


Interest  Group  Views 

Among  interest  groups,  universal,  single-payer  public  insurance  is  supported  by 
some  consumer  organizations  (Citizen  Action,  Consumers  Uni^n,  Public  Citizen),  some 
provider  organizations  (Physicians  for  a  National  Health  Program,  National  Association 
of  Social  Workers),  and  some  unions,  including  the  American  Federation  of  State, 
County  and  Municipal  Employees.  The  AFL-CIO  has  been  split,  with  some  members 
favoring  comprehensive  reform  through  the  single-payer  approach,  and  others 
supporting  an  employer-based,  play-or-pay  option.  While  some  representatives  of  large 
corporations  have  expressed  private  support  for  the  single-payer  approach,  organized 
corporate  and  small  business  interests  (Chamber  of  Commerce,  ERISA  Industry 
Committee,  National  Association  of  Manufacturers,  and  National  Federation  of 
Independent  Businesses)  are  opposed.  Also  opposed  are  most  provider  groups,  including 
the  American  Hospital  Association,  the  Federation  of  American  Health  Care  Systems, 
the  Pharmaceutical  Manufacturers  Association,  the  American  Medical  Association,  as 
well  as  organizations  representing  the  insurance  industry,  including  Blue  Cross  and 
Blue  Shield  and  the  Health  Insurance  Association  of  America. 


Arguments  For  and  Against  the  Single-Payer  Approach 

Proponents  of  a  single-payer  approach  use  one  or  more  of  the  following  arguments 
to  support  their  position: 

Curb  coat-ahifting.  Current  cost  containment  efforts  have  not  been  effective 
because  health  care  is  financed  and  delivered  through  a  nonsystem  of  multiple  entities, 
each  acting  on  its  own  behalf  to  shift  the  burdens  of  controlling  cosu  and  ensuring 
access  to  someone  else.  If  cost  constraints  are  placed  on  any  one  entity,  such  as 
Medicare,  providers  seek  higher  reimbursement  from  other  payers,  such  as  private 
insurers  and  employers.  Under  a  pure  single-payer  system,  one  entity  would  be  vested 
with  the  authority  to  determine  how  much  mon^  would  flow  to  providers  and  to  set 
rates  and  fees  paid  to  providers  within  that  overall  limit.  Providers  could  not  seek 
additional  payments  elsewhere  because  there  would  be  nowhere  else  to  go.  (Some 
proposals  might  allow  providers  to  bill  patients  directly,  but  many  prohibit  such  balance 
billing  to  protect  enrollees  from  potential  cost  shifts.) 
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StnamUne  adminUtroHoru  Under  our  current  »ystem,  billion*  of  dollara  arv  spent 
on  ■dminiftration,  that  it,  on  transaction*  between  payera,  provider*,  and  conjumers 
that  have  nothing  to  do  with  the  actual  delivery  of  medical  aervice*.  Duplication  and 
overlap  retult  from  the  information  requirement*  of  multiple  organiwition*;  exce**ive 
red  tape  retulu  from  different  eligibility  and  coverage  rulea.  Such  coat*  would  be 
•ubitantially  reduced  under  a  single-payer  syttem.  One  entity  would  be  enrolling 
beneficiarie*  atKl  paying  claim*.  The  admiru»trative  co*t*  aaeociated  with  private 
iniuran<»,  *uch  aa  marketing,  ri*k  aelection  (underwriting),  and  the  payment  of  agent 
commiMion*,  would  be  eliminated.  Other  coatly  administrative  tran»action«,  such  a* 
daU  collection  for  quality  assurance  and  utiliration  review,  could  be  streamlined  and 
improved.  With  only  one  pi^r  instead  of  hundred*,  physicians,  and  other  providers 
would  be  subject  to  more  uniform  standard*  of  medical  review,  reducing  the  intrusion 
on  their  clinical  decisions.  In  short,  the  single-payer  approach  provides  for  simplicity 
of  structure  and  organisation  that  no  other  approach  under  discussion  can  match. 
Employer-based  option*,  for  example,  require  complex  arrangemenU  to  ensure  th&t 
everyone  retain*  inaurance,  regardles*  of  work  »Utxi».  (The  is*ue  of  administrative 
cost*  is  disctissed  in  more  detail  below.) 

Ensure  univertal  access  and  coniinuiiy  of  coverage.  Today,  reliance  on  employer- 
based  insurance  for  the  majonty  of  Americano  leads  to  gaps  in  coverage  for  millions  of 
workers  and  their  families.  In  addition  to  the  millions  of  uninsured  whose  employers 
do  not  offer  insurance  are  millions  more  who  experience  temporary  losses  of  coverage 
as  they  move  in  and  out  of  jobs  or  on  and  off  medicaid.  A  sin^e-pajrer  system  would 
eliminate  the  reliance  on  employment  aa  the  principal  path  to  becoming  insured.  All 
Americans  would  be  covered  under  a  single  insurance  program,  without  regard  to  health 
status,  medical  histoiy,  linkage  to  employment,  or  -  at  least  in  most  bills  -  ability  to 
pay.  This  would  also  ensure  continuity  of  insurance  coverage  because  changes  in  job 
or  family  status  would  not  cause  interruptions  in  payment  for  ongoing  services. 

Provide  uniform  benefits.  Under  the  current  multipayer  system,  benefit  coverage 
varies  widely.  For  example,  persona  covered  under  large  employer  group  plans  typically 
receive  comprehensive  benefits,  and  pay  low  deductibles  and  coinsurance.  Persons 
covered  under  nongroup  (i.e.,  individual)  policies  typically  receive  less  generous 
coverage,  and  pay  high  deductibles  and  coinsurance.  A  single-payer  system  would 
ensure  that  everyone  would  be  eligible  for  the  same  set  of  basic  benefiU,  provided  under 
the  same  set  of  coat-sharing  and  reimbursement  rules.  The  source  of  insurance  would 
no  longer  be  a  cause  of  inequality  in  access  to  care. 

End  rationing  on  the  basis  of  ability  to  pay.  Opponents  of  the  single-payer 
approach  argue  that  it  will  lead  to  rationing  of  medical  resources,  including  high 
technology  equipment,  thereby  reducing  access  and  quality  of  care.  Single-payer 
proponenU  respond  that  health  care  is  already  rationed  in  the  VS.  by  ability  to  pay; 
those  who  are  uninsured  get  less  care  and  poorer  quality  services  than  those  who  have 
insurance.  Under  a  sinfle-r^yer  program,  rationing  would  be  explicit,  subject  to  public 
debate,  and  independent  ol'a  person's  financial  stotu*.  Also,  the  VS.  currently  has 
substantial  excess  capacity  of  ho^ital  beds,  physicians  (particularly  specialisU), 
technology,  and  unnecessary  services.  By  managing  provider  paymenU  and  the 
distribution  of  technology,  the  single-payer  system  could  achieve  universal  access  and 
cost  containment  without  having  to  ration  services. 
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OpponenU  differ  in  their  argumenu  against  a  sin^e-payer  approach  depending 
on  their  pertpective.  Some  believe  that  a  single-payer  plan  is  desirable  but  not 
politically  feasible;  others  prefer  an  alternative  approach  that  builds  on  our  existing 
system  of  public  and  private  payers,  MUch  as  toandated  employer-provided  insurance. 
Still  others  prefer  to  leave  the  broad  sweep  of  decisions  relating  to  insurance  entirely 
to  the  private  market.  In  any  case,  opponents  often  suggest  single-payer  plans  would: 

Bureaucratize  health  can.  Market  competition  encourages  insurers  to  be 
responsive  to  consumer  needs  and  to  provide  services  as  efficiently  as  possible. 
Consumers  can  elect  a  health  plan  that  best  meeU  their  individual  needs.  A  single- 
payer  approach,  such  as  one  fashioned  after  the  Canadian  system,  calls  for  one  large 
public  program  controlled  and  administered  by  government,  be  it  Federal  or  SUte. 
Decisions  traditionally  left  to  the  market  would  become  centralized  and  bureaucratic. 
Consumer  preferences  would  give  way  to  government  preferences.  Key  decisions  about 
benefits  and  the  use  of  scarce  resources  would  be  determined  by  politicians.  Such  an 
approach  stands  in  striking  contrast  with  Americans*  traditional  distrust  of 
government.  The  public  would  not  accept  one  government  entity  making  all  coverage 
and  payment  decisions  for  250  million  enrollecs  in  a  fair,  efficient,  and  accountable 
manner.  Moreover,  the  administrative  costs  associated  with  the  current  muitipayer 
system  could  bs  substantially  reduced  without  adopting  the  drastic  change  required  by 
a  single-payer  model.  Reducing  unnecessary  paperwork  and  red  tape,  streamlining 
review  and  billing  procedures,  and  reforming  health  insurance  rating  and  underwriting 
practices  could  significantly  reduce  administrative  costs  without  abandoning  our 
muitipayer  system. 

Reduce  innovation  and  diversity.  The  advantage  of  the  existing  system  of  many 
payers  is  that  competitive  pressures  stimulate  payers  to  seek  new  solutions  to  access, 
cost,  and  quality  problems.  Employers  and  employees  demand  from  insurers  that 
coverage  be  comprehensive  and  allow  access  to  high  quality  of  care.  Under  a  single- 
payer  system,  much  of  this  innovation  would  be  lost.  In  addition,  a  single-payer  system 
assumes  that  "one  size  fits  alls,"  when  instead,  one  size  or,  in  this  case,  payer,  may  stifle 
innovation,  concentrate  too  much  power  in  one  place,  and  become  administratively 
rigid. 

Encourage  rationing  of  medical  care.  To  contain  costs,  single-payer  systems  such 
as  the  Canadian  system  have  had  to  resort  to  blunt  and  potentially  harsh  constraints 
on  medical  resource  supply,  including  constraints  on  overall  expenditures,  limiu  on  the 
availability  of  high  technology  equipment  and  services,  and  limits  on  physician  supply. 
Such  steps  are  likely  to  lead  to  shorUge*  of  technology  and  personnel,  and  delays  in  the 
replacement  of  out-dated  hospitals  and  other  facilities.  This  could  mean  a  sacrifice  in 
access  to  necessary  services,  long  waits  for  nonemergen^  services,  and  reductions  in 
quality  of  care. 

Reduce  benefit  coverage  andjob$.  Movement  to  a  single-payer  system  would  result 
in  enormous  dislocations  of  people.  First,  millions  of  Americans  who  are  currently 
satisfied  with  their  health  insurance  plans  would  be  moved  to  the  new  program.  For 
some,  the  move  would  result  in  the  loss  of  benefits  they  consider  important  (extended 
mental  health  care  or  comprehensive  dental  coverage,  for  example).  Second,  while  some 
of  the  thousands  of  employees  of  private  insurers  mi^it  be  absorbed  by  the  new  single- 
payer  plan,  many  could  face  unemployment.  Many  insurance  companies  would  go  out 
of  business;  independent  insurance  agents  would  lose  a  miyor  source  of  their  income. 
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Administrative  Cost  Debate 

Am  noted  aboTe,  ■  principal  and  controveniftl  argument  in  favor  of  moving  the  U.S. 
to  a  tingle-payer  gyttem  i«  that  the  amount  of  money  »pent  on  idminiitration  would 
be  reduced.  Data  from  other  countriet,  especially  Canada,  are  often  ueed  to  tupport 
this  claim. 

Adminijtrative  coeU  are  generally  defined  to  include:  (1)  public  and  private 
insurance  overhead  (proceeeing  claim*,  advertiiing,  underwriting,  billing,  general 
operating  orerhead,  agent  commi*«oni,  premium  taxes  paid  to  State*,  profit,  and  any 
amount*  held  in  reeerve  to  cover  unanticipated  loMet);  (2)  provider  overhead,  including 
that  of  hoepitals,  nureing  homes  and  physicians  (accounting,  billing  and  collection, 
admitting,  public  relations,  personnel  department,  data  processing,  etc);  and  (3)  all 
other,  including  the  administrative  costs  associated  with  running  small  government 
programs,  manufacturer/supplier  compliance  costs,  the  administrative  costs  of  research, 
construction,  and  other  public  health  activities;  the  costs  to  employers  of  administering 
health  plans;  and  the  administrative  cosU  of  nonhealth  insurance,  such  as  auto 
insurance,  which  pays  for  medical  care. 

A  true  accounting  of  these  costs  is  problematic  given  the  limits  of  current 
reporting  systems.  For  instance,  reliable  national  level  daU  on  hospiUl  or  physician 
administrative  costs  are  unavailable.  Also,  it  is  difficult  to  sort  out  those  provider  coata 
which  are  associated  with  dealing  with  health  insurers  from  those  that  are  purely 
necessary  for  patient  care.  The  only  routinely  published  national  administrative  daU 
are  those  associated  with  the  administration  of  private  health  insurance,  $47  billion  in 
1992  (5.8%  of  the  Nation's  spending  on  health  care),  and  the  Federal  cosU  of 
administering  Medicare  and  Medicaid,  $8  billion  in  1992  (less  than  1%  of  total  health 
spending).  (These  are  Congressional  Budget  Office  CBO  -  estimates,  based  on  Health 
Care  Financing  Administration  daU.)  The  expenses  incurred  by  doctors  and  other 
providers  as  a  result  of  multiple  claims  and  billing  forms  and  the  personnel  to  take  care 
of  them  are  not  reflected  in  these  estimates. 

In  comparing  administrative  costs  across  health  systems,  such  as  the  United  States 
with  (Canada,  the  task  is  more  complicated.  DaU  comparability  is  one  problem.  For 
««nple,  physician  overhead  expenses  may  be  reported  differently  in  different  countriea. 
Also,  anaJjfsts  differ  on  how  much  to  assume  can  be  saved  by  transferring  one  nation's 
system  to  another.  If  the  United  SUtes  adopte  the  Canadian  model,  should  it  be 
assumed  that  it  is  also  adopting  ite  expenditure  controls,  such  as  hospital  global 
budgets?  And,  what  coaU  should  be  included  in  the  eatimate?  Damon  (Health  A/fairs, 
Spring  1992)  has  argued  that  comparing  administrative  coate  of  alternative  systems  by 
adding  up  biUinc  eosts,  insurance  overhead,  and  the  like  is  misleading  because  it  fails 
to  include  the  hidden  cocU  and  benefite  associated  with  financing  and  operating 
different  systems.  In  her  view,  a  system  based  on  multiple  private  insurance  plans  may 
cost  more  bMause  such  plans  faciliUte  vaiying  consumer  preferences  with  respect  to 
providers  and  deUveiy  systems,  benefit  packages,  and  cost-sharing.  On  the  other  hand, 
she  s^,  a  Canadian-like  system  wastes  valuable  patient  and  provider  resources  (such 
as  time)  by  requiring  people  to  wait  for  nonemergency  services.  Also,  the  Canadian 
^ystem'a  reliance  on  tax  based  financing  encourages  losses  in  productivity  and 
inveateaent  as  individuals  seek  to  avoid  taxed  activities.  Others  dispute  Danion,  saying 
she  ignores  the  actual  experience  of  Canada  and  other  single-payer  systems  in  favor  of 
an  ideological  preference  for  a  private  insurance  market. 
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Givdn  thew  controversies,  it  it  not  turprUing  that  t  wide  range  of  estimatet  have 
been  produced  on  how  much  the  VS.  could  »ave  by  moving  to  a  tingle-payer  tyttem  like 
that  of  Canada.  Woolhandler  and  Himmelttein  have  concluded  that  the  U.S.  would 
have  laved  as  much  m  $83  billion  had  iU  health  care  adminittration  been  at  efficient 
as  that  in  Canada  in  1987.  Adjusted  for  1991,  the  amount  would  have  been  $95  billion. 
The  General  Accounting  Office  (GAO)  has  estimated  that  a  Canadian-style  system 
would  have  saved  the  VJS.  $67  billion  in  1991.  A  lower  set  of  estimates  include  that 
of  Lcwin-ICF  ($47  billion),  a  minority  staff  report  of  the  Joint  Economic  Committee 
($43  billion);  a  CBO  staff  study  ($41  billion);  and  an  Office  of  Management  and  Budget 
staff  estimate  of  $31  to  $49  billion.  (Some  of  these  studies  are  summarized  in  Gauthier 
et  al.,  Inquiry,  Fall  1992.) 

Whatever  the  magnitude  of  the  savings,  most  analysts  agree  that  movement  to  a 
universal,  single-payer  system  would  not  eliminate  all  administrative  costs.  It  would 
reduce  the  direct  and  indirect  costs  associated  with  insurance,  such  as  those  associated 
with  eligibility  determinations,  marketing,  and  processing  the  large  assortment  of 
claims  and  billing  forms.  It  would  not  eliminate  the  need  for  maintaining  patient 
records,  complying  with  government  regulations,  and  other  administrative  tasks  that 
play  a  role  in  and  add  to  the  costs  of  health  care  delivery. 


Major  Issues  Relating  to  Single-Payer  Proposals 

The  debate  with  respect  to  single-payer  approaches  to  health  system  reform  raises 
questions  about  accejs,  benefit  coverage,  and  quality;  cost  containment;  and  financing. 
The  wide  variation  in  treatment  of  these  issues  in  the  various  proposals  reflect* 
different  objectives  and  philosophies  and  would  produce  substantially  different 
distributional  effects. 

AcoeM,  Benefit  Coverage,  and  Quality 

Single-payer  proposals  generally  provide  access  to  insurance  coverage  to  all  legal 
residents.  Some  bills  phase  in  access,  typically  starting  with  children  and  sometimes 
early  (pre-Medicare)  retirees.  Others  provide  for  a  one-time  move  to  universal  access. 
Effective  dates  for  coverage  of  specific  populations  are  generally  linked  to  financing. 
As  the  pool  of  available  revenues  grows  (either  through  taxation  or  savings  from  cost 
containment  measures),  new  populations  are  made  eligible  for  coverage  under  the 
program. 

Single-payer  proposals  usually  provide  for  coverage  of  comprehensive  acute  care 
Sf.*vices,  including  inpatient  and  outpatient  hospital  care,  physician,  laboratory  and  x- 
ray  services,  and  post  hospital  care.  To  this  extent,  single-payer  and  "Medicare-for-all' 
bills  are  similar.  They  tend  to  diverge  with  the  increasing  generosity  of  the  benefit 
package  and  declining  reliance  on  enroUee  cost  sharing.  Some  single-payer  bills  also 
include  prescription  drugs,  and/or  long-term  care  services.  Some  provide  all  covered 
services  free  to  the  patient  at  the  time  of  service,  while  others  require  enroUees  to  share 
in  the  cost  of  the  insurance  (see  Finsmcing,  below). 

Another  benefit  design  issue  is  whether  a  proposal  allows  consumers  to  buy  private 
insurance  duplicating  the  benefits  of  the  public  insurance  program.  Some  believe  that 
such  a  provision  would  encourage  two-tier  health  care  because  those  with  an  ability  to 
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number  of  lervices  received  or  the  coiU  incurred  by  providers  in  furnishing  those 
services.  Capitation  rates  are  ^ically  set  in  advance  of  payment.) 

While  rate  regulation  may  help  control  prices  paid  to  providers,  it  could  encourage 
providers  to  oflset  price  limits  by  providing  an  increased  quantity  and  intensity  of 
services.  If  a  physician,  for  instajice,  cannot  charge  more  than  $100  for  a  procedure, 
then  he  or  she  may  be  encouraged  to  provide  more  of  that  procedure  or  substitute 
procedures  for  which  the  unit  fee  is  hi|^er  in  order  to  maintain  his/her  expected 
income.  In  response,  some  proposals  would  establish  an  expenditure  target  for  all 
physicians  in  a  State  (or  other  geographical  area).  If  physicians  in  the  aggregate  were 
to  exceed  the  ceiling,  then  all  physicians  would  be  penalized  by  receiving  a  lower  than 
scheduled  annual  update  in  their  fees. 

Some  analysU  believe  that  expenditure  limits  designed  in  this  fashion  would  not 
be  very  effective  in  controlling  the  growth  in  volume  and  intensity  of  services  because 
individual  physicians  would  not  see  their  individual  actions  directly  influencing  future 
fee  schedule  adjustments.  They  believe  potentially  more  effective  alternative  would  be 
to  place  an  expenditure  target  or  limit  on  smaller  subsets  of  physicians,  such  as  all 
physicians  in  an  area,  specialty,  or  group  practice.  More  effective  still  might  be  limits 
on  the  fees  of  individual  physicians.  In  this  case,  once  a  physician  reached  his  or  her 
preset  expenditure  limit,  reimbursement  for  additional  services  provided  during  the 
remainder  of  the  payment  period  would  be  substantially  reduced.  One  concern  with 
this  approach  is  that  it  could  reduce  patient  access  if  physicians  responded  to  reaching 
their  expenditure  cap  by  going  on  vacation  or  refusing  to  accept  patients  requiring  a 
lot  of  time  and/or  resources. 

A  related  cost  conUinment  mejsure  is  often  referred  to  as  global  budgeting,  and 
is  usually  applied  to  hospitals  or  other  large  providers  of  services.  Global  budgets 
defixie  the  total  resources  available  for  treating  all  patients  and  place  the  responsibility 
for  cost  containment  on  the  actual  providers  of  care.  Accordingly,  each  hospital, 
nursing  home,  clinic,  etc.  is  placed  in  a  position  of  operating  within  predetermined 
limits  which  affects  its  decisions  regarding  treatment  and  resource  allocations. 

Syttem-wide  (global)  expenditure  limito.  The  most  expansive  cost  controls 
are  those  that  establish  targets  or  limits  on  total  system-wide  health  care  spending. 
Under  this  system- wide  target  or  limit,  spending  is  then  limited  within  each  health  care 
sector  (usually  within  each  State  or  geographic  region)  to  an  annual  amount.  Spending 
in  excess  of  the  limit  is  penalized  by  offsetting  adjustmenU  in  subsequent  periods. 
Important  issuea  then  arise  with  respect  to  determining  how  to  define  and  allocate 
spending  within  each  sector  and  determining  allowable  rates  of  growth.  Should,  for 
example,  all  physician  services  be  bundled  together  or  separated  in  some  way?  Should 
the  expenditure  limit  take  into  account  general  inflation,  demographic  changes,  and 
changes  in  medical  practice  and  technology,  or  should  it  be  linked  to  overall  economic 
measures,  such  as  the  growth  in  wage*  or  the  growth  in  the  economy? 

ProponenU  of  system-wide  expenditure  limiu  say  that  limits  would  help  discipline 
spending  and  facilitate  predictability  and  planning  in  public  and  private  budgeting  for 
health  care.  Resource  allocation  decisions  would  necessarily  become  explicit  political 
questions,  which  would  encourage  the  Nation  to  debate  priorities  and  assess  tradeoffs. 
OpponenU  aay  that  expenditure  limiU  could  lock  in  existing  inefficiencies  in  the 
system.  Besides,  they  aay,  we  do  not  have  the  data  to  determine  how  to  allocate 
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spending  limitj.  They  also  argue  that  it  is  unrealistic  to  expect  the  limitj  to  be 
enforced,  especially  if  such  decisions  lead  to  rationing  of  services.  Some  opponents  also 
oppose  expenditure  limits  because  they  would,  in  their  view,  replace  marketplace 
decisions  with  government  controls. 

Financini^ 

Sources  of  Financing.  Under  the  current  mixture  of  public  and  private 
financing,  individuals,  governments,  and  employers  share  in  the  burden.  Individuals 
directly  finance  health  care  costs  through  premium  contributions  and  out-of-pocket 
payments.  The  insured  generally  contribute  all  or  a  share  of  the  premiums  and  pay 
out-of-pocket  for  deductibles,  coinsurance,  and  uncovered  services.  The  uninsured  may 
bear  significant  out-of-pocket  costs  for  received  services. 

Federal,  State  and  local  governments  today  contribute  a  major  share  of  the  total 
dollars  spent  on  health  care.  The  burden  of  government  financing  is  distributed  among 
taxpayers  through  a  mixture  of  tax  levies,  including  individual  and  corporate  income 
taxes,  the  Medicare  payroll  tax,  excise  taxes,  and  at  the  State  level,  property,  income, 
sales  and  excise  taxes.  Government  also  indirectly  helps  to  finance  (and  thus 
encourage)  employer-provided  health  insurance  through  various  tax  expenditure 
provisions  of  the  Internal  Revenue  Code. 

Businesses  account  for  the  remaining  share  of  total  health  care  expenditures. 
Much  of  that  cost  is  incurred  providing  health  benefits  for  employees  and  their  families, 
and  paying  the  employer  share  of  the  Medicare  payroll  tax  and  other  payroll  taxes  that 
support  the  medical  portion  of  State-mandated  workers'  compensation  and  temporary 
disability  insurance  programs.  Some  economists  assert  that  employer  contributions  are 
really  costs  to  employees  since  they  are  likely  to  reflect  foregone  wages.  From  this 
perspective,  it  could  be  said  that  individuals  ultimately  finance  all  of  health  care  in  the 
form  of  taxes,  reductions  in  wages,  increases  in  prices,  and  out-of-pocket  payments. 

Proponents  of  single -payer  plans  generally  believe  that  we  need  to  move  away  from 
what  they  say  is  a  complex,  sometimes  hidden,  and  often  regressive  way  of  financing 
health  care  to  a  system  that  is  largely  financed  on  broad-based  and  progressive  taxation 
that  is  decided  in  the  open  political  arena.  Opponents  tend  to  argue  that  such  a  system 
would  lead  to  highly  politicized  decision  making  about  how  much  money  to  raise  and 
how  the  money  should  be  spent.  They  say  that  politicians  would  be  unwilling  to  risk 
voter  anger  to  fully  finance  the  system  and  scarcity  of  health  care  resources  would 
result. 

Financing  the  Single-Payer  Program.  Any  single-payer  initiative  will  dTcrjv 
on  revenues  from  individuals,  government,  and/or  business,  and  in  so  doing,  is  likely 
to  alter  the  current  cistribution  of  the  financing  responsibility.  Most  single-payer 
proposals  are  explicitly  designed  to  spread  the  responsibility  of  providing  universal 
coverage  broadly  among  taxpayers  by  providing  for  government  financing.  Such 
proposals  generally  rely  on  broad-based  taxes,  such  as  personal  and  corporate  income 
taxes,  as  well  as  payroll  taxes,  with  some  financing  responsibility  left  to  enroll ees 
through  premiums  and  coinsurance.  A  consumption  tax,  such  as  a  value  added  tax 
(VAT),  is  also  sometimes  accorded  a  role  in  such  proposals.  Some  proposals  raise  part 
of  the  revenues  through  excise  taxes  on  alcohol  and  tobacco  products.  Still  another 
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•ource  of  revenuet  may  be  State  contribution*,  often  let  at  an  amount  approximating 
the  State'i  Medicaid  paymenU  for  acute  care  tervicef. 

The  income  tax  i«  generally  viewed  as  the  mo»t  progresaive  revenue  source  because 
it  is  designed  on  the  basis  of  ability  to  pay.  Financing  health  care  through  a 
progressively  structured  income  tax  is  assumed  by  many  to  be  the  most  equitable  way 
to  spread  the  cost  of  health  care  across  the  entire  population;  most  sinj^e-payer  bills 
therefore  rely  to  some  extent  on  increases  in  Federal  income  taxes  (usually  by  raising 
rates  on  higher-income  taxpayers).  Others  believe  that  higher  users  of  health  care 
should  have  to  pay  more,  especially  those  with  hij^i  risk  behaviors,  such  as  smokers  and 
drinkers.  OpponenU  of  an  income  tax-supported  system  argue  it  would  lose  out  in 
competition  with  other  government  programs  for  needed  funding,  especially  if  the 
revenues  were  not  dedicated  to  a  health  insurance  trust  fund.  In  another  vein,  some 
say  that  financing  health  insurance  through  increases  in  Federal  income  taxes  is 
politically  unfeasible  because  of  general  voter  opposition  to  tax  increases.  Proponents 
respond  that  voters  would  accept  tax  increases  to  finance  a  universal  health  insurance 
program  if  they  were  persuaded  that  other  financing  options  were  less  desirable. 

Payroll  taxes  also  are  used  to  finance  many  of  the  single-payer  proposals.  Such 
taxes  are  typically  levied  at  a  flat  rate  on  wage  income, -usually  up  to  some  dollar 
ceiling,  and  are  thought  to  be  more  regressive  for  workers  because  wage  income  is  a 
smaller  fraction  of  total  income  at  higher  income  levels.  Payroll  taxes  may  also  penalize 
labor  intensive  industries  in  favor  of  capital  intensive  ones,  A  variety  of  measures  can 
be  used  to  reduce  the  regressivi^  of  payroll  taxes,  such  as  basing  a  portion  of  the 
employer  contribution  on  profits  instead  of  payroll.  Consumption  taxes  are  usually 
considered  to  be  neutral  with  respect  to  labor  or  capital  intensity  of  firms.  Because 
they  are  levied  at  a  flat  rate  and  because  lower-income  people  use  more  of  their  income 
for  consumption  than  savings,  they  are  regarded  by  many  as  regressive.  They  can  be 
made  less  regressive  depending  on  which  items  are  exempted  from  the  tax  and  whether 
other  tax  mechanisms  are  used  to  offset  their  effects  on  income. 

Direct  consumer  financing  in  the  form  of  enrollee  premiums  and/or  cost  sharing 
also  is  used  in  most  of  the  single-payer  proposals.  Premiums  tend  to  be  scaled  to 
income  to  limit  their  potential  regresaivity.  Some  bills  use  premiums  to  finance  specific 
benefits,  such  as  long-term  care.  Cost-sharing  is  included  in  some  bills  but  is  generally 
waived  for  certain  services,  such  as  prenatal  and  well-baby  care.  Proponents  of 
consumer  cost-sharing  say  that  it  is  important  to  sensitize  consumers  to  the  cost  of 
services  and  to  discourage  unnecessary  utilization.  Opponents  say  that  it  mostly 
discourages  low-income  enrollees  from  seeking  services  but  has  little  effect  on  those  of 
greater  means,  that  it  may  deter  necessary  as  well  as  unnecessary  care,  and  that  it  doi^ 
little  to  alter  the  course  of  care  once  treatment  has  begun  because  the  deci«ion-mi»king 
has  shifted  to  the  physician. 


LEGISLATION 

H-R.  16  (DingeU) 

National  Health  Insurance  Act.  Provides  health  insurance  coverage  for  most  U.S. 
residents;  replaces  all  insurance  except  Medicare.  States  and  localities  would  administer 
plans  with  Federal  assisUnce.  Introduced  Jan.  5,  1993;  referred  to  Committees  on 
Energy  and  Commerce  and  Ways  and  Means. 
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HJL  1200  (Mdteraiott) 

American  Health  Security  Act.  Establishes  a  universal  health  insurance  program 
to  replace  all  other  private  and  public  coverage.  State  administered,  sin^e-payer 
system.  Global  budgets  would  be  established  for  hospitals;  physicians  would  be  paid 
negotiated  fees;  other  services  also  would  be  subject  to  cost  controls.  The  nationally, 
the  growth  in  expenditures  would  be  limited  to  the  growth  in  the  cost  of  living. 
Financing  would  come  from  funds  currently  received  by  Medicare  (other  than 
premiums),  Medicaid,  and  other  specified  Federal  health  programs;  increases  in 
corporate  and  individual  ircome  tax  rates;  a  new  Health  Security  premium;  a  surtax 
on  individuals  with  incomes  over  $1  million;  payroll  taxes;  and  from  funds  generated 
from  a  variety  of  other  tax  changes.  Introduced  Mar.  3, 1993;  referred  to  Committees 
on  Ways  and  Means,  Energy  and  Commerce,  Armed  Services,  Post  Office  and  Civil 
Service,  and  Veterans'  Affairs. 

S.  491  (WelUtone) 

American  Health  Security  Act.  See  H.R.  1200.  Introduced  Mar.  3,  1992;  referred 
to  Committee  on  Finance. 
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SUMMARY 

Billa  providing  for  changes  in  Federal 
tax  law  to  promote  financial  access  to  in- 
surance coverage  and  medical  services  or  to 
contun  health  car«  costs  are  likely  to  be 
among  those  receiving  serious  consideration 
by  the  103rd  Congress  as  it  begins  its  work 
on  health  care  reform.  Biany  such  bills 
were  introduced  in  the  102nd  Congress  and 
a  program  of  tax  credits  and  deductions  was 
the  cornerstone  of  President  Bush's  health 
care  reform  plan.  Tax-based  measures  were 
part  of  President  Clinton's  campaign  pro- 
posal for  health  care  reform  and  may  be 
included  in  the  health  care  reform  proposal 
he  sends  to  Congress  later  this  year. 

Under  current  law,  the  Federal  Gov- 
ernment provides  incentives  to  employers  to 
furnish  health  insurance  by  treating  the 
cost  of  insurance  as  a  deductible  business 
expense  and  by  excluding  employer-provid- 
ed beneCts  from  taxable  employee  income. 
In  addition,  individuals  may  deduct  medical 
expenses,  including  health  insurance  premi- 
ums, to  itie  extent  to  which  those  expenses 
exceed  7.5%  of  adjusted  gross  income.  Low- 
income  families  may  also  receive  a  tax 
credit  for  part  of  the  costs  of  purchasing 
coverage  for  children.  In  1993,  the  reduc- 
tion in  F-  ieral  revenues  resulting  from  the 
individual  medical  expense  deduction  and 
the  exclusion  of  employer-provided  benefite 
from  employees*  taxable  income  will  total 
close  to  $50  billion. 

Proposals  to  modify  the  current  tax 
treatment  of  health  insurance  have  arisen 
in  the  context  of  the  broader  debate  over 
how  to  provide  health  coverage  to  the 
uninsured  (35.4  million  in  1991)  while 
controlling  the  growth  in  national  health 
spending,  projected  to  reach  $808  billion,  or 
13.6%  of  gross  domestic  product,  in  1992. 
Tax  system  changes  may  serve  either  of 


these  two  broad  objectives.  On  the  one 
hand,  enhancement  of  exirting  .deductions 
and  rwlits  could  encourage  individuals  to 
purchase  coverage  or  employers  to  provide 
it  to  their  workers.  On  the  other  hand, 
limits  on  the  Csvorable  tax  treatment  al- 
ready provided  for  health  coverage  could 
encourage  restraint  in  personal  health 
spending.  While  the  two  goals  appear  to  be 
in  conflict,  many  proposals  embody  both 
approaches,  using  savings  from  limiting  tax 
benefits  for  some  individuals  in  order  to 
expand  tax  benefits  for  others. 

This  approach  is  found,  for 
example,  in  plans  developed  by  the  Heritage 
Foundation,  Mark  Pauly  of  the  American 
Enterprise  Institute  <A£I),  and  several 
102nd  and  103rd  Congress  bills.  Some 
proposals  view  changes  in  the  tax  system  as 
a  way  of  restructuring  incentives  for  health 
care  consumers  and  providers.  This  ap- 
proach is  a  central  component  of  some  of 
the  'managed  competition'  plans  now  under 
discussion,  such  as  the  'Jackson  Hole'  and 
Conservative  Democratic  Forum  plans. 
Changing  consumer  incentives  is  also  im- 
portant to  proponents  of  medical  savings 
accounts  (MSAs),  but  with  a  different  in- 
surance market  resulting  than  that  envi- 
sioned under  managed  competition. 

Two  tax  initiatives  were  incorpo- 
rated in  bills  passed  by  the  102nd  Congress 
but  vetoed  by  President  Btxsb.  One  would 
have  extended  the  25%  deduction  for  self- 
employed  businesses.  The  second  would 
have  allowed  withdrawals  from  individual 
retirement  accounts  (IRAs)  to  pay  for  quali- 
fied medical  expenses  without  incurring  a 
tax  penalty.  Both  are  likely  to  be  reconsid- 
ered in  the  103rd  Congress. 
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Mo«t  Recent  Developments 


Fremdent  Buili  vtUwS  HJL  11,  tht  lUrroue  Act  of  1992,  cfractiTt  Nor.  5, 1992. 
This  legiilation  contaiiMd  provinoos  ttteodiof  the  25%  bMhh  incunnoe 
deduction  for  the  w1f-«mployed  (which  e3q>ired  June  30,  1992)  and  allowing 
penalty-frM  witbdrawali  from  individual  ntirtmant  accounti  for  medical  axpenMa. 
liU^y  biUf  to  raetofre  the  25%  deduction  an4A>r  increaee  it  to  100%  have  been 
introduced  in  the  103rd  Congreee.  Other  taK«baeed  propoeala  to  ineriaee  aeceee  to 
ineuranee  to  health  ineuranoe  or  eootain  health  care  eoete  have  aleo  been 
introduced. 


Numerous  billi  have  been  introduced  in  the  103rd  Congreta  providing  for  changes 
in  Federal  tax  law  to  promote  financial  access  to  insurance  coverage  and  medical 
services  or  to  contain  health  care  costs.  Some  bills  provide  for  incentives  throu^ 
credits  and  deductions.  Others  use  tax  penalties,  such  as  limits  on  current-law  credits 
or  deductions,  for  failure  to  comply  with  certain  requirements,  such  as  providing  health 
insurance  benefits  in  excess  of  some  specified  limit.  Still  others,  such  as  medical 
savings  account  proposals,  allow  individuals  to  set  aside  pre-tax  earnings  in  special 
accounts  to  be  used  to  pay  for  medical  expenses.  Many  of  these  measures  are  stand' 
alone  approaches  to  health  care  reform;  others  are  part  of  broader  initiatives. 

President  Bush's  proposal  to  expand  access  to  health  insurance  used  refundable 
tax  credits  (combined  with  an  expanded  deduction  for  higher  income  persons)  to 
encourage  individuals  to  purchase  insurance.  The  health  csre  reform  plan  advanced  by 
President  Clinton  during  the  1992  campaign  would  provide  tax  credits  and  deductions 
to  help  offset  the  cost  to  small  businesses  of  providing  health  insurance  to  their 
employees.  So  f?c,  it  looks  like  these  measures  will  be  in  the  plan  President  Clinton 
sends  to  0>ngress  later  this  year. 

Two  tax'bssed  health  care  initiativee  were  incorporated  in  bills  passed  by  the 
102nd  0>ngress  but  vetoed  by  President  Bush.  One  would  have  extended  the  25')& 
deduction  for  self-empli^ed  businesses.  The  second  would  have  allowed  withdrawals 
from  individual  retirement  accounts  (IRAs)  to  pay  for  qualified  iiedical  expenses 
without  incurring  a  tax  penalty.  Efforts  are  likely  to  made  early  in  the  103rd  Congress 
to  restore  the  25%  deduction  for  the  self-employed.  Other  tax-based  approaches  to 
expanding  coverage  and  controlling  health  care  costs  also  will  be  among  those  seriously 
considered  l^  the  103rd  (ingress. 


Under  current  law,  the  Feueral  Government  provides  incentives  to  employers  to 
furnish  health  insurance  by  treating  the  cost  of  insurance  as  a  deductible  business 
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expeiwe  and  by  excluding  employer-provided  beoeftU  from  taxable  employee  income. 
In  addition,  individual!  may  deduct  medical  expense*,  including  health  insurance 
premiums,  to  the  extent  to  which  those  expenses  exceed  7.5%  of  adjusted  groos  income. 
Low-income  families  may  also  receive  a  tax  credit  for  part  of  the  costs  of  purchasing 
coverage  for  children. 

Employer  Exclusion.  The  Internal  Revenue  Code  excludes  from  taxable  income 
of  workers  all  contributions  made  by  employers  on  their  behalf  to  health  and  accident 
plans.  (Employer-provided  health  insurance  would  otherwise  be  treated  as  an 
alternative  to  wages  and  salaries  and  thus  treated  as  taxable  income.)  Contributions 
are  also  excluded  from  the  wage  base  for  determining  Social  Security  taxes. 

Employer  Businesa  Expenae  Deduction  and  Self>Emp  dyed  Deduction. 
Employers  may  deduct  as  an  ordinary  business  expense  100%  of  the  contributions  made 
on  behalf  of  their  employees  for  health  benefits.  The  self-employed  whose  businesses 
are  not  incorporated  may  deduct  as  a  business  expense  the  full  cost  of  coverage  for 
employees,  but  not  for  themselves  and  their  families.  Instead,  the  self-employed  were, 
until  June  30, 1992,  provided  a  separate  deduction  on  their  tax  returns,  limited  to  25% 
of  the  amounts  paid  for  health  insurance  for  themselves,  their  spouses,  and  their 
dependents  when  calculating  their  adjusted  gross  income  for  the  taxable  year.  The 
deduction  was  not  allowed  if  the  self-employed  person  was  also  eligible  to  participate 
in  any  subsidized  health  plan  of  another  employer  or  the  employer  of  his/her  spouse. 
The  amounts  deductible  did  not  reduce  the  income  base  for  computation  of  the  self- 
employed  individual's  Social  Security  tax. 

The  25%  deduction  for  the  self-employed  was  added  to  the  Code  by  the  Tax  Reform 
Act  of  1986  (P.L.  99-514)  and  was  originally  scheduled  to  apply  only  to  tax  years  ending 
on  or  before  Dec.  31,  1989.  The  deduction  was  repeatedly  extended,  but  was  allowed 
to  expire  in  1992.  As  passed  by  Congress,  H.R.  4210,  the  Tax  Fairness  and  Economic 
Growth  Act  of  1992,  and  H.R,  11,  the  Revenue  Act  of  1992,  would  have  extended  the 
deduction  through  June  30, 1993.  However,  both  bills  were  vetoed. 

Health  Insurance  Tax  Credit.  The  Omnibus  Budget  Reconciliation  Act  of  1990 
(P.L.  101-608)  created  a  small  tax  credit  for  low-income  persons  buying  coverage  for 
children.  This  tax  credit  is  a  supplement  to  the  earned  income  tax  credit  (EITC),  a 
"refundable"  credit  for  families  with  children  whose  incomes  are  below  $22,370  in  1992. 
If  the  EITC  for  a  family  is  greater  than  the  family's  tax  liability,  the  excess  is  payable 
to  the  family.  Those  who  are  eligible  may  also  elect  to  receive  advance  payments  over 
the  course  of  the  year,  instead  of  waiting  for  a  refund  in  the  following  year.  The 
supplemental  health  insurance  credit  is  available  for  families  eligible  for  the  EITC  who 
buy  coverage  th^t  includes  qualifying  children.  The  maximum  credit  is  $451  for 
families  v^th  earned  incomes  below  $11,840  in  1992;  the  credit  is  reduced  as  families 
approach  the  $22,370  income  limit.  Because  the  credit  first  became  available  only  in 
1991,  there  are  not  yet  any  estimates  of  the  number  of  families  taking  advantage  of  it. 

Medical  Expense  Deduction.  Individuals  who  itemize  deductions  on  their 
Federal  income  tax  returns  have  been  able  to  deduct  nonreimbursed  medical  expenses 
(including  insurance  premiums)  above  a  specified  floor  since  1942.  From  1954  through 
1982,  the  floor  for  the  medical  expense  deduction  was  3%  of  the  taxpayer's  adjusted 
gross  income  (AGI).  A  separate  floor  of  1%  of  AGI  applied  to  nonreimbursed 
expenditures  for  medicine  and  drugs.  Under  the  Tax  Equity  and  Fiscal  Responsibility 
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Act  of  1982  CPX..  97-248),  the  overall  floor  wm  incr«M«d  to  6%  of  AGI,  and  wa«  applied 
to  the  total  of  all  eligible  medical  ezpenaee,  preecription  drugi  and  intulin.  The 
teparate  floor  for  medicine  and  drug  expenaea  waa  eliminated.  In  addition, 
nonpreacription  drugi  were  made  ineligible  for  the  deduction.  Under  the  Tax  Reform 
Act  of  1986  (PX.  99^14),  the  floor  for  the  medical  cxpenee  deduction  waa  incraaaed  to 
7.5%  of  AGI,  beginning  in  1987.  The  deductiona  can  be  taken  for  medical  care  of  the 
taxpayer  and  of  the  taxpayer's  apouae  and  dependenta.  Thua,  current  law  permita 
tasqMyera  to  deduct  the  coata  of  health  care  that  are,  in  eflect,  cataatrophic  aa  meaaured 
against  family  income. 

Federal  Tax  Ezpendituzea.  The  reductions  in  Federal  revenues  resulting  from 
favorable  treatment  of  certain  typea  of  private  spending  are  often  referred  to  aa  *tax 
expenditures;"  the  term  reflects  an  aasumption  that  the  tax  provisions  achieve  indirectly 
objectivea  that  mi|^t  also  have  been  achieved  throu|^  direct  expenditure  programa. 
Federal  tax  expenditures  for  the  medical  expense  deduction  and  the  exclusion  of 
employer-provided  beneflta  from  employees*  taxable  income  are  projected  by  the  Joint 
Committee  on  Taxation  to  total  $49.5  billion  in  1993.  (This  figure  excludes  lost  Social 
Security  payroll  taxes,  because  hi^^er  collectiona  now  would  mean  hi^^er  benefit 
paymenta  later.)  The  low-income  health  insurance  tax  credit  will  cost  $0.7  billion.  Ihe 
fle)f<«mpl(>yed  health  insurance  deduction,  if  it  had  been  extended  at  the  25%  level, 
would  have  cost  another  $200  million.  No  estimates  are  available  for  the  general 
employer  bu«:.ne8s  expense  deduction  for  the  costs  of  employee  health  benefits.  Federal 
health-reUted  deductions  and  exdusiona  may  also  affect  the  revenues  of  those  State  and 
local  governments  that  impose  an  income  tax  and  that  follow  the  Federal  system. 


Proposals  to  modify  the  current  tax  treatment  of  health  insurance  have  arisen  in 
the  context  of  the  broader  debate  over  how  to  provide  health  coverage  to  the  uninsured 
(35.4  million  in  1991)  while  controlling  the  growth  in  national  health  spending, 
projected  to  reach  $808  billion,  or  13.6%  of  groas  domestic  product,  in  1992.  Tax  system 
changes  may  serve  either  of  these  two  broad  objectives.  On  the  one  hand,  enhancement 
of  existing  deductions  and  credits  could  encourage  individuals  to  purchase  coverage  or 
employer*  to  provide  it  to  their  workers.  On  the  other  hand,  limits  on  the  favorable 
tax  treatment  already  provided  for  health  coverage  could  encourage  restraint  in 
personal  health  spending.  While  the  two  goals  appear  to  be  in  conflict,  many  proposals 
embody  both  approaches,  using  savings  from  limiting  tax  benefita  for  some  individuals 
in  order  to  expand  tax  benefits  for  other*.  Some  of  these  proposals  view  changes  in  the 
tax  system  as  a  way  of  restructuring  incentives  for  health  care  consumers  and 
provider*.  This  approach  is  a  central  component  of  some  of  the  "ix  anaged  competition" 
plans  now  under  discussion.  It  also  underlies  the  design  of  plans  that  would  establish 


MeMure*  to  E^noourace  Inraranoe  Coverage 

Numerous  proposals  would  crer'c  new  Federal  or  State  tax  subsidies,  or  modify 
existing  ones,  to  help  individuals  wit  the  cost  of  health  insurance  (including,  in  some 
cases,  the  employee  contribution  required  in  most  group  health  plans)  or  to  encourage 
employers  to  provide  coverage  to  their  worker*.  Whether  targeted  at  individuals  or 
employer*,  tax  incentive  proposals  rest  on  the  assumption  that  assistance  with  the 


Tax  System  Options  for  Health  Care  Reform 


MSAs. 


CRS-3 


7* 


226 


IB93002  02-19>93 


purchase  of  private  iniunmce  is  preferable  to  direct  public  provision  of  health  care 
coverage. 

Proponents  of  this  view  believe  that  health  care  reform  should  build  on  the 
existing  system  of  private  coverage.  They  argue  that  a  competitive  private  market  is 
more  likely  than  a  ^vemment*operated  system  to  promote  efficiency  and  maintain 
quality.  Thoee  favoring  public  programs  point  out,  however,  that  private  insurance  has 
hi^  administrative  costs  (an  average  of  16.6%  above  medical  benefits  paid  in  1990, 
compared  to  2.1%  for  Medicare  and  5.3%  for  Medicaid).  Private  insurers  have  eijienses, 
such  ss  marketing  costs,  that  public  programs  do  not  incur,  and  must  also  build 
reserves  and/or  produce  a  profit  for  stockholders.  These  costs  may  be  partially  ofD»et 
if  private  insurers  are  better  able  to  control  health  care  utilization  or  negotiate  lower 
prices  for  medical  services. 

The  goals  met  by  tax  subsidies  could  also  be  achieved  through  direct  public  grants 
to  individuals  or  businesses  to  assist  with  the  purchase  of  health  coverage.  The  tax 
system  provides  a  relatively  simple  way  to  transfer  money  to  individuals  and  families. 
Tax  subsidies  could  be  adminiitered  using  existing  tax  filing  and  refund  procedures; 
they  would  not  require  the  creation  of  new  administrative  agencies  or  procedures. 
However,  new  procedures  would  be  required  if,  as  in  some  tax  credit  proposals, 
assistance  would  also  be  provided  on  a  means-tested  basis^  to  low-income  persons  who 
do  not  currently  file  tax  returns. 

IndividusJa 

Tax  incentives  for  the  individual  purchase  of  health  insurance  could  take  either 
of  two  forms:  an  expanded  deduction  (which  reduces  the  amount  of  income  subject  to 
tax)  or  a  credit  (which  directly  reduces  the  amount  of  tax  paid). 

The  current  medical  expense  deduction  provides  assistance  only  to  taxpayers  who 
itemize  deductions  on  their  returns  instead  of  taking  the  standard  deduction.  Except 
for  homeowners,  most  low-income  and  some  middle-income  taxpayers  derive  no  benefit 
from  the  deduction,  because  their  other  potential  deductions  are  insufficient  to  raise  the 
total  to  an  amount  greater  than  the  standard  deduction.  One  proposal  would  be  to 
allow  direct  deduction  of  medical  expenses  by  taxpayers  who  do  not  itemize.  However, 
the  benefits  for  lower-income  families  would  still  be  limited.  For  those  in  the  lowest 
tax  bracket,  the  deduction  would  subsidize  no  more  than  15%  of  their  premium  costs, 
and  it  would  provide  no  assistance  to  families  whose  incomes  are  so  low  that  they  have 
no  income  tax  liability. 

For  this  reason,  most  tax  incentive  bills  use  a  tax  credit  instead  of  a  tax  deduction 
(exceptions  include  H.R.  144  and  H.K.  403).  To  ensure  that  assistance  would  be 
available  to  lower-income  families,  most  proposals  call  for  a  refundable  credit:  if  the 
amount  of  the  allowable  credit  exceeds  an  individual's  tax  liability,  the  difference  is 
payable  to  the  individual. 

A  refundable  tax  credit  for  low-income  taxpayers  (combined  with  an  expanded 
deduction  for  higher-income  persons)  was  the  centerpiece  of  the  health  care  proposal 
advanced  by  President  Bush  in  February  1992.  The  President's  plan  would  have 
provided  a  maximum  credit  of  $1,250  for  individuals  and  $3,750  for  families  with 
incomes  below  the  minimum  subject  to  Federal  income  tax;  the  maximum  credit  would 
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hAve  declined  bm  family  income  roM.  FamiUe«  eligible  for  the  mjodmum  credit  could 
have  received  a  voucher  to  purcbaae  coverage  over  the  couree  of  the  year,  instead  of 
waiting  until  the  end  of  the  year  to  claim  a  refund.  Each  State  would  have  been 
required  to  eniure  that  at  leatt  tome  basic  plan  would  be  available  within  the  State  at 
a  price  no  greater  than  the  maximum  credit  amount  The  Administration  projected  the 
total  cost  of  the  proposal  to  the  Federal  Government  at  $35  billion  in  1997  dollars. 
Althouf^  this  component  of  the  President's  proposal  was  never  submitted  to  Congress, 
Hit,  6336  closely  resembled  the  President's  plan.  Refundable  tax  credits  were  included 
in  a  number  of  other  102nd  Congress  bills,  including  H.R.  3951,  H.R.  5989,  S.  314,  S. 
454,  S.  1936,  S.  2095,  and  S.  2347.  They  are  also  in  HiL  196  and  S.  28,  introduced  in 
the  103rd  Congress. 

Proposals  similar  to  the  Bush  Administration  plan  may  well  receive  further 
consideration  in  the  103rd  Congress,  and  the  issues  raised  by  the  plan  remain  of 
continuing  interest  in  considering  any  tax  credit  approach  toward  expanding  access  to 
coverage.  The  first  issue  is  that  of  adequacy:  are  the  credits  sufficient  to  encourage 
many  individuals  to  purchase  basic  coverage?  The  Administration  contended  that 
market  reforms  and  oUier  cost  containment  proposals  included  in  the  plan  would  reduce 
the  cost  of  insurance;  critics  of  the  plan  argued  that  those  assumptions  were  unrealistic 
and  that  larger  subsidies  were  needed.  They  noted  that  the  credit  amounts  phased 
down  vety  rapidly  with  increasing  income.  It  was  not  certain  that  lowincome  families 
receiving  only  a  psrtial  credit  would  be  able  or  willing  to  make  the  additional 
expenditure  needed  to  buy  coverage.  These  concerns  could  be  addressed  by  increasing 
the  amount  of  the  credits,  but  the  cost  to  the  Federal  Treasury  would  also  be  increased. 
There  is  also  a  question  of  how  much  the  credit  amount  should  be  allowed  to  grow  in 
future  years.  If  the  credit  keeps  pace  with  growth  in  medical  care  spending,  there  may 
be  no  incentive  for  insurers  or  providers  to  improve  efficiency  if  the  credit  falls  too  far 
behind  that  growth,  the  ^ue  of  the  benefits  it  can  purchase  may  decline  from  year  to 
year. 

A  second  question  raised  by  tax  credit  plans  is  that  of  equity.  Because  health 
insurance  costs  vary  by  geography  and  by  characteristics  of  the  purchaser  (such  as  age 
and  s^),  a  fixed  national  credit  amount  might  not  allow  all  individuals  to  purchase 
comparable  coverage.  There  may  also  be  problems  in  targeting  tax  credits  to  avoid 
replacing  existing  public  and  private  expenditures.  Under  the  Bush  Administration 
proposal,  for  example,  some  employers  would  have  had  incentives  to  reduce  their 
contributions  to  premiums  for  low-income  employees,  because  the  employees  could  use 
credits  to  pay  more  towards  their  coverage.  In  addition,  many  poor  individuals  eligible 
for  the  maximum  credit  mi^t  have  been  shiftMi  from  Medicaid  (with  joint 
State/Federal  funding)  to  a  private  plan  purchased  with  the  credit  (solely  Federal 
funding). 

Finally,  as  was  noted  above,  much  of  the  amount  distributed  to  individuals  in  the 
form  of  a  credit  would  go  to  cover  private  insurers'  administrative  costs.  For 
individuaUy  purchased  coverage,  these  costs  can  be  over  40%  of  benefits  (compared  to 
about  •  «  for  the  largest  employer  groups).  The  cost  of  a  ta:  credit  approach  may 
therefore  depend  on  whether  the  proposal  includes  some  method  for  aggregating 
consumers  into  larger  purchasing  groups. 
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Employers 

Tlx  credits  and  deductions  could  else  be  used  to  influence  employers'  decisions 
regsirding  the  purchase  of  health  insurance.  Such  decisions  can  also  be  influenced 
through  the  use  of  tax  penalties.  For  example,  several  102nd  Congress  bills  would  have 
levied  a  sizable  penalty  on  employer  plans  exceeding  a  specified  basic  benefit  package 
(see  Hit  2565  and  H.R.  5936.) 

The  Self-Employed  Tax  Deduction.  The  likelihood  of  receiving  health 
insurance  firom  an  employer  is  highly  associated  with  a  firm's  size  and  organizational 
structure.  Coverage  rates  decrease  as  firm  size  decreases;  coverage  is  least  likely  for 
firms  with  fewer  than  10  employees  where  the  owner  is  self-employed.  Many  believe 
that  health  insurance  coverage  rates  are  lower  for  self-employed  businesses  because  the 
owner  of  the  firm  is  limited  to  a  25%  personal  income  tax  deduction  for  the  costs  of 
buying  insurance  for  himself  &nd  his  family. 

While  many  bills  were  introduced  in  the  102nd  Congress  to  extend  the  25% 
deduction  and/or  increase  it  to  100%,  in  the  end  Congress  voted  to  extend  the  25% 
deduction  for  another  12  months  (July  1, 1992  throuj^  June  30,  1993)  as  part  of  the 
conference  agreement  for  the  Revenue  Act  of  1992  (ICr.  11).  HJt  11  bill  was  vetoed 
by  President  Bush  for  reasons  having  nothing  to  do  with  this  provision.  President 
Clinton  indicated  support  for  full  deductibility  during  the  1992  campaign. 

Early  in  the  103rd  Congress,  efforts  are  being  renewed  to  restont  the  25% 
deduction  and/or  to  increase  the  deduction  to  100%.  Some  bills  phase  in  an  increase 
in  the  deduction  over  several  years;  others  provide  for  immediate  full  deductibility. 
Many  proposals  to  increase  the  restore  or  increase  the  tax  deduction  are  freestanding: 
they  are  lolely  intended  to  treat  the  deductibility  of  health  care  costs  for  self-empl<7ed 
businesses.  Some  are  included  in  broader  reform  proposals.  (See  "Legislation'  below.) 

Proponents  of  full  deductibility  for  self-employed  firms  argue  that  it  would 
equalize  the  treatment  sf  employer>8pon8ored  health  insurance.  They  say  it  is  unfair 
that  a  self-emplc^ed  person  whose  gross  income  includes  most  of  the  value  of  employer- 
paid  health  insurance  has  less  after  tax  income  than  an  employee  with  the  same  wages, 
other  fringe  benefits  and  expenses,  but  whose  income  does  not  include  the  value  of  any 
employer-paid  health  insurance.  Opponents  might  respond  that  in  the  case  of  the  self- 
empIo>'ed,  the  employee  is  also  an  owner,  and  can  therefore  decide  on  how  they  will  be 
compensated.  Giving  the  self-employed  a  larger  deduction  for  health  benefits  might 
encourage  such  owners  to  substitute  tax-free  health  insurance  for  taxable  wages.  Also, 
providing  the  100%  deduction  could  encourage  the  purchase  of  richer  CCadillac') 
insurance  plans,  thus  driving  up  utilization  of  medical  cervices  and  fueling  inflation  of 
health  care  costs.  While  this  problem  could  be  eased  by  limiting  full  deductibility  to 
those  plans  that  include  but  do  not  exceed  some  specified  set  of  benefits ,  enforcing  euch 
limits  could  be  problematic. 

Proponents  of  full  deductibility  also  argue  that  the  100%  deduction  ▼.'ould  increase 
the  incentive  for  self-employed  businesses  to  buy  insurance  for  their  workers.  The 
National  Federation  of  Independent  Businesses  estimates,  for  example,  that  uniiisured 
workers  would  decline  by  25  to  50%  as  a  result  of  increasing  the  deduction  to  100%. 
Others  are  skeptical  that  this  tax  change  would  produce  such  a  significant  reduction 
in  uninsured  workers  and  their  dependents.  While  over  20%  of  uninsured  workers  and 
their  families  are  linked  to  self-employed  firms,  full  deductibility  might  not  induce  large 
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nusobera  of  Mlf-emplpyed  busin«MM  to  buy  inminuoce  for  their  employ***.  Mmay  self- 
employed  firm*  «r*  unprofitible  sad  h*ve  no  tax  UabtUty  to  oSeet  by  *  tduction  that 
i*  not  refundable.  Abo,  cb«ngmg  th*  •elf-emplpjred  deduction  onfy  aCTeet*  the  taxable 
amount  of  income  of  the  *elf-employ*d  proprietor;  it  doe*  not  alter  the  tax  treatment 
of  premium*  p«id  for  employee**  coverafe.  Becau**  the  after-tax  coat*  for  health 
iD*uranc«t  decline  a*  the  number  of  employee*  riae,  full  deductibility  would  moat  heavily 
benefit  thoae  firm*  whtin  the  proprietor  i*  the  only  employee,  and  least  benefit  thoee 
with  more  than  a  few  employee*.  Raising  the  deduction  to  100%  also  raiee*  budget 
iaaue*.  In  March  1992,  the  Congre**ion*l  Joint  Committee  on  Taxation  estimated  that 
the  coct  of  extending  the  deduction  at  it*  current  level  of  25%  for  one  ynar  i*  ebout 
$200  million;  the  cost  of  increaaicg  the  deduction  to  100%  is  $1.7  billion  for  FY1994 
and  $12  biUion  for  m995. 


TwoL  C^redita  for  Small  Bminesss*.  Some  proposals  would  provide  tax  credita 
to  employers  to  offset  some  of  the  cost  of  providing  health  insurance  to  their  employees 
and  their  employee's  families.  (See  102nd  Congre**  bills  HJL  5636,  S.  1227,  S.  1936 
and  S.  2114.  The  Clinton-Gore  campaign  proposal  also  included  tax  credits  for  email 
businesaes.)  Credit*  can  be  more  effective  than  deduction*  in  changing  behavior 
because  the  amount  of  the  credit  doe*  not  neeeasartly  depend  on  a  firm  having  a  tax 
liability.  Eligible  firms  -  even  those  with  do  profits  on  which  to  pay  taxes  -  could  still 
receive  a  credit  to  offset  some  portion  of  their  employee  health  benefit  cost*.  Tax 
credit*  can  stand  alone  or  be  used  in  coi^unction  with  other  approaches  to  expanding 
coverage,  such  a*  pay-or-play  proposals,  private  insurance  market  reform,  or  a 
combination  of  tax  credits  and  deduction*  for  individuals  and  bu*in« 


Different  tax  credit  design*  are  po*sibIe,  depending  on  the  objective.  Most  are 
intended  to  ease  the  burden  of  providing  health  benefit*  on  smaller  employers,  often 
defined  as  firms  with  100  or  fewer  employee*.  Some  bills  draw  the  line  at  50  employees, 
some  at  25.  The  credit  can  be  made  available  to  all  such  small  employers,  only  those 
newly  providing  health  insurance,  or  those  meeting  specific  requirements,  *uch  a*  those 
participating  in  a  small  employer  purchasing  group.  If  the  czedit  were  available  to  all 
small  employers,  private  dollar*  now  spent  for  coverage  would  be  replaced  by  public 
dollar*.  If  the  credit  were  limited  to  currently  uninsured  firms,  the  public  subsidy 
resulting  from  the  tax  credit  would  be  more  directly  targeted  on  reducing  the  number 
of  uninsured  workers  and  theii  familiec.  However,  firms  not  receiving  the  credits 
because  they  already  provided  coverage  could  argue  that  they  would  be  treated  unfairly 
and  could  be  placed  at  a  competitive  disadvantage.  Some  bills,  such  as  S.  1227  in  the 
102nd  Congress,  further  limit  the  availability  of  the  tax  credit  to  only  those  small  firms 
for  whom  the  cost  of  providing  health  insurance  represenu  a  significant  financial 
obligation,  measured  either  as  a  specified  percentage  of  payroll  or  profit*  or  some 
combination  of  both. 

The  design  of  the  tax  credit  may  also  refiect  other  objectives  such  as  encouraging 
the  purchase  of  various  types  of  insurance  benefita  and/or  encouraging  the  containment 
of  health  care  cost*.  Some  proposals  limit  the  tax  credit  for  the  purchase  of  qualified 
plana,  meaning  a  specified  benefit  package,  specified  co«t-sharing  in  the  form  of 
deductibles  and  coinsurance,  a  package  that  includes  managed  care  elements,  and/or 
some  other  feature  that  may  be  deeired  because  of  ita  effects  on  the  cost  or  quality  of 
care.  Some  proposals  make  the  credit  available  on  an  ongoing  basis.  Others  phase  it 
out  ss  other  elements  of  the  propo«al  take  effect. 
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The  effects  of  tax  credits  on  coverage  r«te«  are  unclear.  Under  a  voluntazy 
program  in  which  the  credits  are  used  as  an  tncentSTe  for  emplojrers  to  buy  coverage, 
much  depends  on  the  size  of  the  subsi(iy  provided  through  the  tax  credit,  the  cost  of 
insurance,  awareness  of  the  credit,  and  other  factors  such  as  whether  changes  are  made 
to  the  private  insurance  market  to  make  insurance  more  available.  State  and  local 
experiments  using  direct  small  employer  subsidies  such  as  tax  credits  to  encourage  the 
purchase  of  health  insurance  have  produced  only  modest  increases  in  covers^.  Under 
a  compulsory  program,  such  as  an  employer  mandate  or  play*or-pay  requirement,  the 
tax  credits  could  offset  some  of  the  cost  of  providing  coverage,  thereV^  reducing  adverse 
effects  of  the  mandate  on  eligible  employers  and  their  employees. 

Options  to  Contain  Co«tfl  and/or  Finance  Eipanded  Coverage 

Tudng  Employer-Paid  Health  Insurence.  As  noted  above,  when  an  employer 
pays  part  or  all  of  the  health  insurance  benefits  or  premium  for  an  employee,  the 
employee  is  not  taxed  on  the  employer's  contribution.  Instead,  the  contribution  is 
wholly  excluded  from  the  employee's  statement  of  wa^*?*  and  salary.  The  tax-free 
status  of  employer-paid  health  benefits  has  been  credited  with  encouraging  the  growth 
of  health  plans  offered  throu^  the  work  place,  so  that  today,  about  65%  of  the 
nonaged  population  is  covered  by  employer-sponsored  health  insurance. 

Some  lawmakers  and  health  policy  experts  have  proposed  the  elimination  of  the 
exclusion  (see  S.  3348  from  the  102nd  Congress  and  "Heritage  Foundation'  below). 
Another  possibility  is  to  place  a  limit  on  the  amount  of  contributions  that  can  be 
excluded  from  an  employee's  taxable  income  (see,  for  example,  H.R.  834  andS.  325  from 
the  103rd  (ingress).  The  limit  is  often  referred  to  as  a  "tax  cap.' 

Some  advocates  of  eliminating  or  limiting  the  exclusion  focus  on  the  potential 
revenue  gains,  while  others  focus  on  the  implications  for  health  policy,  contending  that 
the  current  exclusion  stimulates  medical  care  inflation  by  encouraging  excess  insurance 
coverage.  Opponents  of  changing  the  treatment  of  employer  contributions  argue  that 
the  loss  in  foregone  revenues  to  the  Federal  Treasury  ($46.4  billion  in  1993)  is  far 
outweighed  by  the  value  of  the  benefits  to  employees. 

There  are  at  least  two  ways  of  limiting  the  tax  exclusion  for  health  benefits.  One 
is  to  set  a  fixed  dollar  limit  on  employer  contributions  and  tax  any  contribution  in 
excess  of  that  limit.  Another  option  is  to  define  a  minimum  standard  benefit  package 
and  tax  contributions  to  a  plan  whose  benefits  exceeded  that  standard.  Either  option 
could  he  applied  to  all  taxpayers  or  limited  to  hi^er-income  taxpayers.  However 
implemented,  a  tax  cap  would  theoretically  change  the  way  employees  assessed  the 
value  of  insurance  coverage.  The  current  exclusion  has  meant  that  each  additional 
dollar  of  health  benefits  is  worth  more  than  a  dollar  of  wages.  As  a  result,  workers 
negotiating  a  total  compensation  package  may  opt  for  more  insurance  than  they  would 
purchase  if  they  had  to  use  after-tax  dollars.  A  tax  cap  mi^t  shift  the  balance  back 
towards  wages. 

From  a  revenue  standpoint,  it  would  make  no  difference  whether  empi 03^6^8  chose 
to  continue  receiving  health  benefits  in  excess  of  the  tax  cap  or  chose  to  convert  the 
excess  into  wages.  The  Treasury  would  gain  either  way  (but  would  not  gain  if  workers 
shifted  their  health  insurance  dollars  to  some  other  form  of  tax-free  compensation). 
From  a  health  policy  standpoint,  however,  the  choice  between  wages  and  benefits  is  an 
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important  one.  Would  employe-  reduce  their  inmirance  coverage  m  reeponae  toa  t« 
capTand  would  any  auch  reductione  change  the  way  they  u.«i  medical  eenacet? 
PiJedtely  becauK.  the  curren:  ^m  haa  been  in  plai^  for  »o  long,  ttjere  if  httle 
empirical  evidence  about  how  much  coverage  people  would  buy  in  the  abaen^  of  a  taz 
auUidy  or  how  they  mirfit  change  their  coverage  if  prewrured  to  reduce  it.  The  effecU 
Sf  a  ^^p  olthe  medL  cre^rtem  are.  then,  leaa  predictable  than  the  effecU  on 
revenuea. 

Umlting  Employew*  Deductiona  for  Medical  InMormnoe.  Another  option 
would  be  to  eliminate  or  cap  the  amount  an  employer  ia 

expenae  for  providing  employee  health  benefit..  For  example,  in  the  lOl^d  Congr«», 
h£  3892  would  have  denied  the  deduction  to  an  employer  i  group  health  pUn  that 
diacriminateaagainatadopt^i  children.  Hit  2264  would  have  demed^ededucWor 
•elf-inauted  health  plana  that  diacriminate  againat  aervicea  performed  by  chiropractora. 
S  2346  and  Hit  5174  would  have  denied  the  deduction  in  the  caae  of  employer  plana 
that  do  not  meet  apecific  benefit  qualification..  S.  3348  would  have  lumted  the 
deduction  to  an  overall  per  employee  dollar  amount,  H.it  191  m  the  103rd  Congre- 
would  deny  the  deduction  for  providing  coverage  in  exceaa  of  a  defined  minimum  benefit 
package.  The  effectiveneM  of  reducing  or  eliminating  the  deducUbili^  of  premium 
contribution,  in  influencing  employer.'  deciaion.  regarding  health  benefit,  would  vary 
with  the  value  of  the  deduction  a.  well  a.  other  f.ctora,  fuch  a.  the  employer  .  need  to 
provide  compreheneive  benefiu  to  attract  and  retain  employee.. 

M©dlaUSavingaAcoounta(MSAa).  A  different  cort  containment  approach  U 
captured  in  bUU  providing  for  medical  .pending  accounU  (MSAa).  (See.  for  example^ 
103rd  CongreM  bill.:  HJft  101.  Hit  160.  and  H.lt  192.)  The  MSA  ^proach  t.  baaed 
on  the  aawmption  that  .pending  on  health  care  i.  out  of  control  becauae  conwmer.  are 
shielded  from  the  coaU  of  care  by  their  health  inmirance  plana,  the  direct  coat.  <>[ which 
are  fully  or  partiaUy  paid  by  employer*.  (Indirectly,  employeea  may  be  paying  throu^ 
foregone  wage  increaaea.)  To  «n.iti«  conaumera  to  the  coata  of  care,  they  mutt  be 
placed  in  the  poaition  of  paying  directly  for  that  care. 

Under  moet  MSA  propoaal.,  employer,  would  be  allowed  to  pay  the  amounU  they 
currently  .pend  on  employee  health  benefits  directly  to  their  employee..  1^/^*"°^ 
would  not  be  included  a.  taxable  wagea  to  the  employee,  and  would  be  deductible  ^  the 
employer  a.  a  normal  bu«neaa  expend.  Employees  would  then  «t  up  their  own  MSA. 
and  buy  their  own  inaurance  policiea.  Worker,  and  their  famihea  could  uae  their  MSAa 
to  pay  for  all  routine  medical  aervicea;  any  unuwd  fund,  could  remain  in  the  account, 
collecting  interert  (u.ually  tax-free),  and  withdrawn  later  to  pay  for  medical  «Pf 
Fund,  withdrawn  for  other  purpo««  would  be  tre.ted  a.  taxable  income  (much  hke 
early  withdrawal,  for  individual  retirement  accounU).  Iwurance  poliae.  would  only 
cover  cata.trophic  medical  expen.e.,  defined  a.  expenae.  in  excea.  of  a 
threehold.  Some  MSA  propo«a.  would  alao  provide  federal  wbaidiea  to  thoae  in  need 
to  aaeiet  them  in  buying  the  cata.trophic  in.urance. 

In  .ddition  to  containing  ccta.  proponenU  of  the  MSA  approach  .ay  that  it  would 
make  inwrance  more  portable  than  toda/.  employer-.pon.ored  health  plana,  because 
employee,  could,  in  effect,  take  their  account,  with  them.  Moreover,  employer,  woulc 
no  longer  have  to  bear  the  adminiatrative  burden,  of  «tting  up  health  plans 
negotiating  with  ineurer.,  and/or  paying  claim..  Their  pnncipaJ  role  would  be  a 
financial  one:  to  make  contribution,  to  employee.'  MSA..  Also.  MSA.  could  provide 


CRS.9 


232 


IB93002 


02>19-93 


greater  benefit  flexibility  than  typical  employer-apoMored  health  plana.  Employee* 
would  not  be  limited  to  one  or  a  few  inturance  plana  offered  by  an  employer.  They 
would  instead  have  the  entire  market  of  iniurers  and  their  cataatrophic  plan«  &x)m 
which  to  ehooae. 

Opponents  of  MSAa  say  that  their  coet  containment  potential  is  greatly  overaUted. 
They  argue  that  the  consumer  has  relatively  little  influence  over  the  intensity  and 
volume  of  medical  services.  It  is,  instead,  the  physician  who  make*  the  most  critical 
buying  decisions.  Also,  they  say,  it  is  not  clear  whether  many  consumer*  are  willing  to 
buy  the  economy  model  of  medical  care.  They  mi^it  prefer  the  more  expensive 
physician  or  hospital,  making  an  assumption  that  cost  and  quality  are  linked.  Another 
problem  is  that  under  the  MSA  approach,  individuals  do  not  have  the  bargaining  power 
to  obtain  the  kinds  of  discounted  rates  that  are  negotiated  by  large  employers  and 
insurers  with  providers.  Some  critics  also  argue  that  MSAs  are  incompatible  with 
managed  care  arrangements,  such  as  health  maintenance  organizations  (HMOs),  and 
thus  go  against  effective  cost  containment.  HMOs,  for  example,  try  to  control  cosU  by 
managing  care  from  the  time  the  patient  enters  the  health  care  system.  By  the  time 
catastrophic  coverage  is  needed  the  point  at  which  insurance  is  triggered  under  the 
MSA  approach  -  it  is  too  late  in  the  episode  of  care  to  manage. 

Opponents  also  question  other  claims  made  by  MSA  advocates.  They  say  that 
while  the  MSA  itself  might  be  portable,  the  source  of  financing  would  still  be  employer- 
dependent,  and  thus  unpredictable.  Some  employers  migjit  not  contribute;  others  might 
make  inadequate  contributions.  Another  concern  is  that  the  MSA  approach  moves 
people  out  of  group  insurance  into  the  more  expensive  and  less  reliable  individual 
insurance  market  to  buy  catastrophic  policies.  This  could  cause  significant  disruptions 
in  coverage.  Finally,  opponente  argue  that  because  the  MSA  approach  only  shifts 
current  employer  dollars  from  one  system  to  another,  it  appears  to  do  nothing  to 
expand  access  to  coverage  for  America's  35  million  uninsured,  and  could  lead  to 
increased  numbers  of  uninsured  if  the  solvency  of  MSA  accounts  were  dependent  upon 
the  continuity  of  employer  contributions. 

Tax  Incentives  and  Competitive  Approachec  to  Universal  Coverage 

Numerous  proposals  have  been  advanced  that  combine  limiU  on  the  favorable  tax 
treatment  of  employer-provided  coverage  with  subsidies  (whether  or  not  tax-based)  for 
the  purchase  of  individual  coverage.  Several  bills  in  the  102nd  Congress  adopted  this 
approach,  including  H.R,  5936  (Representative  Cooper,  the  C^onservative  Democratic 
Forum  or  CDF  proposal),  H.R,  5989  (Representative  McEwen),  and  S.  3348  (Senator 
Hatch).  It  is  also  incorporated  in  S.  223  (Senator  <>)hen),  introduced  in  the  103rd 
Congress.  Similar  proposals  have  been  developed  by  trade  associations,  academics,  and 
others.  Among  the  more  widely  discussed  are  the  Jackson  Hole  plan  (by  Alain 
Enthoven,  Paul  Ellwood,  and  Lynn  Etheredge),  a  plan  by  Mark  Pauly  and  his 
colleagues  (sometimes  referred  to  as  the  American  Enterprise  Institute  or  AEI 
proposal),  and  the  Heritage  Foundation  plan. 

All  these  proposals  assume  that  the  existing  tax  treatment  of  employe nprovided 
health  insurance  creates  inequity  in  the  government  subsidization  of  health  care  cosU 
(because  the  tax  benefiU  increase  with  income)  and  fuels  health  care  inflation  by 
shielding  individuals  from  the  cosU  of  their  medical  care  purchasing  decisions.  By 
shifting  some  or  all  Federal  assistance  (whether  tax  or  non-tax)  away  from  employer- 
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b«Md  plans  and  towmrda  individuals,  they  aeek  to  ensun  that  miy  American  has  basic 
health  coverage,  regardless  of  emplpyment  status.  (ThQr  may  also  address  ^ob  lock," 
workers'  reluctance  to  change  jobs  because  of  a  fear  of  losing  health  benefits.) 
However,  the  major  focus  of  the  competition  proposals  is  on  cost  containment:  they 
seek  to  encourage  individuals  to  be  cost-consdous  in  their  choice  of  health  insurance 
and/or  in  their  use  of  medical  services  by  giving  them  a  more  direct  financial  stake  in 
those  decisions.  All  the  plans  assume  that,  if  consumers  are  given  a  financial  stake  in 
their  health  care  purchasing  decisions,  the  market  will  respond:  health  care  providers 
and/or  insitrers  will  compete  on  the  basis  of  price  and  quality. 

Proposals  to  restructure  financial  incentives  and  promote  competition  have  been 
debated  for  many  years.  For  example,  Ellwood  and  Enthoven  each  advanced  early 
versions  of  their  current  proposal  in  the  1970s.  Several  basic  concerns  have  been  raised 
about  the  competitive  approach  in  the  past.  First,  individual  consumers  may  not  have 
sufficient  information  or  sophistication  to  compare  the  relative  quality  of  different 
health  plans;  even  price  comparisons  may  be  complicated  if  different  insurers  offer 
different  benefit  packages.  Second,  insurers  may  be  able  to  compete,  not  on  the  basis 
of  quality  or  efficient,  but  on  the  basis  of  their  Ability  to  attract  low-cost  enrollees  and 
screen  out  those  presenting  hi^ier  risks  (by  rejecting  some  individuals,  imposing 
waiting  periods  for  coverage  of  preexisting  conditions,  or  charging  hi^>risk  enrollees 
prohibitive  premiums).  Third,  as  was  noted  earlier,  administrative  costs  for  individual 
coverage  are  much  higher  than  for  group  coverage,  and  may  offset  any  expected  savings 
firom  competition. 

E^h  of  the  proposals  attempts  to  address  some  or  all  of  these  concerns.  All  the 
plans  call  for  a  uniform  minimum  benefit  package,  to  facilitate  comparison  among 
competing  insurers.  All  except  the  Heritage  and  Pauly  proposals  would  regulate 
insurance  underwriting  practices,  to  limit  the  ability  of  insurers  to  screen  out  high-risk 
applicants.  (Pauly  suggests,  in  lieu  of  regulation,  that  higher-risk  individuals  ni^t  be 
given  more  tax  assistance  to  meet  the  hi^er  premiums  they  would  have  to  pay.)  The 
Jackson  Hole  and  CDF  plane  go  further,  proposing  the  development  of  structured 
systems  for  what  they  term  'managed  competition."  (See  CRS  Issue  Brief 93008,  Health 
Care  Reform:  Managed  Competition,     Mark  Merlis.) 

Under  loanaged  competition,  employers  or  other  purchasers  of  health  insurance 
would  be  grouped  together  in  cooperative  buying  arrangements  known  as  health 
insurance  purchasing  corporations  or  cooperatives  (HIPCe).  Individuals  participating 
in  the  arrangement  would  have  a  choice  among  different  health  care  plans  and  would 
be  given  a  financial  incentive  to  select  the  least  costly  plan.  Plans  would  have  uniform 
benefits,  so  that  in  theory  any  price  differences  would  reflect  relative  efficienqr. 
Proponents  of  this  approach  assume  that  the  less  costly  plans  would  resemble  health 
maintenance  organizations  (HMOs),  which  provide  care  through  a  restricted  network 
of  affiliated  providers.  Consumers  wishing  to  select  a  less  restrictive  and  more  costly 
plan  would  have  to  pay  the  added  costs  from  their  own  funds,  without  tax  assistance. 
(It  should  be  noted  that  not  all  managed  competition  plans  involve  tax  system  changes. 
Senator  Bingaman's  proposal  (S.  3300  in  the  102nd  Congress)  and  draft  President-elect 
Clinton's  campaign  proposal  used  other  means  to  encourage  the  choice  of  efficient 
plans.) 

Critics  of  this  approach  argue  that  the  evidence  of  savings  from  managed  care  is 
limited  and  that  systems  offering  multiple  cl. .  ^es  of  plans  may  be  subject  to  'l)iased 
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•election."  All  the  young  and  healthy  people  mty  wind  up  in  HMOf  or  other  restrictive 
plani,  while  the  older  and  sicker  enroUeea  ttsy  with  the  conventional  plan  and  continue 
to  incur  high  cocta.  Proponent!  of  managed  competition  auggeat  a^l^^'^uig  premium 
rate*  to  correct  for  this  problem;  however,  it  ia  not  yet  certain  that  adequate  methods 
are  available.  (For  a  full  diacuaaion  of  the  coat^ving  potential  of  mazuged  care,  aee 
CBS  Report  90-64,  Controlling  Health  Care  Cott».) 

The  following  ia  a  brief  eummaiy  of  the  m^ior  tax-baaed  plana  advanced  to  date. 

Heritage  Foundation  plan.  Under  the  Heritage  plan,  the  exittingtax  exclusion 
for  employer  contributions  for  health  insurance  would  be  phased  out  and  replaced  with 
refundable  tax  credits,  the  amount  of  which  would  be  tied  to  a  family's  income, 
insurance  premiums,  and  other  health  care  expensea.  Credits  could  be  used  both  for 
insurance  premiums  and  for  payment  of  out-of-pocket  expensea.  Lower-income  families 
with  hi^  medical  expenses  would  be  most  favored  by  the  credita;  hi^*income  families 
with  low  medical  expenses  would  be  least  favored.  All  Americane  would  be  required  to 
enroll  in  a  health  insurance  plan  containing  Federally  prescribed  benefits,  including 
coverage  for  catastrophic  expenses,  hospital  and  physician  services,  and  routine 
preventive  care.  Plan  deductibles  and  coinsurance  could  not  exceed  10%  of  a  family's 
income  and  would  be  offset  by  the  tax  credits.  Medicare  would  be  continued  for  the 
elderly  and  disabled,  Medicaid  for  eligible  low-income  persons. 

Pauly  plan.  The  Pauly  (or  A£D  plan  also  repeals  the  tax  exclusion  of  employer- 
provided  health  benefits  and  provides  income-based  tax  credits  to  assist  individuals  in 
purchasing  plans  providing  minimum  federally  specified  benefits.  There  are  at  least 
four  mayor  differences  between  this  and  the  Heritage  plan.  First,  employers  would  be 
required  to  perform  some  administrative  functions  to  facilitate  employees*  purchase  of 
coverage.  Second,  tax  credits  could  be  used  only  to  subeidize  premiums  and  not  to  pay 
for  medical  services.  Third,  cost-sharing  requirements  under  the  minimum  benefit 
package  would  be  inversely  related  to  enrol  lees*  income.  Finally,  the  amount  of  tax 
credits  mi^t  be  adjusted  to  reflect  the  level  of  health  risk  presented  by  each  individual, 
in  order  to  reduce  the  incentives  for  insurers  to  exclude  potentially  costly  applicants. 

H.R.  5989/S.  3348  (102nd  Congreas).  The  McEwen-Hatch  proposal  resembles 
the  Heritage  plan:  it  phases  out  the  employer  exclusion  and  provides  a  tax  credit  that 
can  be  used  both  for  purchase  of  a  basic  health  plan  and  for  direct  payment  of  medical 
expenses.  However,  the  size'  of  the  credit  is  not  related  to  income,  and  the  maximum 
amount  is  limited  to  80%  of  the  first  $276  in  premiums  per  person,  18%  of  remaining 
premiums,  and  18%  of  health  care  costs  not  covered  by  health  insurance.  The  bill 
includes  stronger  measures  than  the  Heritage  and  Pauly  proposals  to  ensure  that 
coverage  will  be  available  to  individuals  receiving  the  credit.  States  would  be  required 
to  establish  programs  to  provide  coverage  (with  income-related  premiums)  for  the 
uninsured;  the  bill  also  includes  regulation  of  underwriting  and  ratingpractices  of  small 
group  insurers. 

Jackson  Hole  plan.  The  Jackson  Hole  proposal  would  limit  the  employer 
exclusion  to  the  cost  of  the  lowest-priced  plan  available  through  the  HIPC  in  the  area 
(whether  or  not  the  employer's  plan  was  actually  purchased  through  the  cooperative). 
Employers  would  be  required  to  contribute  towards  coverage  of  their  full-time  workers 
and  dependents;  any  difference  between  the  employer's  contribution  and  the  total 
premium  for  the  lowest-priced  plan  would  be  deductible  for  the  individual.  Non-tax 
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^3"*°?  Coiigre«).  The  CDF  propoMl  i.  b««i  on  th«  Jacloon  Hole 
^,  bjjt  dUrer,  from  it  in  at  le«t  two  key  feature..  Firrt.  emplojS.  wouH  not  U 
S.^n^f  f"?''"'*  Second,  initeid  of  limiting  th^ 

employee.-  t^cable  income,  the  pl«,  im^ 
HffC^iS!^  on  «,  employer  who«  contribution,  exceed  the  co.t  of  the  loweet-^ 

LEGISLATIOV 

PleaM  note  that  many  of  the«  biU.  include  more  than  tax  ^tem  change.. 
H  JL  30  (Grandy) 

f  He^th  Benefits  Empowerment  and  Partnenihip  Act  of  1993  Provides 

for  phaae-m  of  100%  deductibility  for  .elf^mployed.  Introduced  Jan.  5, 1993;  referr^ 
to  Committee,  on  Education  and  Labor,  Energy  and  Commerce,  and  wkys  and  MeZ^ 

H.R.  101  (Michel) 

rf^  Action  Now  Health  Care  Reform  Act  of  1993.  Provides  for  phase-in  to  100% 
?ntj^'°°/°/  ^'o**  employer  contribu^L  to  msaT 

fctroduced  Jan.  5,  1993;  referred  to  Committee,  on  Way.  and  Mean.,  Ener^  and 
Commerce,  Judiciary,  and  Education  and  Labor. 

H.R.  144  (Cox) 

Introdi^^''?J%''",'L1''"f '''".^  of  unreimbursed  medical  expenses. 

H.R.  160  (Hastert) 

Health  Care  Choice  and  Access  Improvement  Act  of  1993.  Allows  a  tax  deduction 
«prdi"the  MSAs  aj^d  for  premiums  for  a  catastrophic  health  insul^nce  poty; 

5  l?9t  -fe.^r  r''  ''•'f       *S        ""^  permanent.  Introduced  Jan 

JuS  Co"°»ttees  on  Ways  and  Means,  Energy  and  Commerce,  and 

BJL  191  (G«kas) 

JUnerican  Consumers  Health  Care  Reform  Act  of  1993.  Taxes  employer  health 

^nlnvJV^^"?'^?  r"™""  P^l^^e  and  provides  100%  deduc  ion  for  a  If- 

employed  for  cost,  of  that  package.  Introduced  Jan.  5,  1993;  referred  to  Committees 
on  Ways  and  Means,  Energy  and  Commerce,  Education  .Ind  Laior,  Judici«y?^"es 

H.R.  192  (Gunderson) 

contrfbu'S>nsto'*Mli"'''if f  ^""^  Allow  a  tax  deduction  for 

Ses  for  1M%  T  ;  P"™"™,  «  catastrophic  health  insurance  policy, 
rrovides  for  100%  deduction  for  self-employed.  Introduced  Jan.  5,  1993;  referred  to 
Committees  on  Ways  and  Means  and  Energy  and  Commerce 


CRS-13 


236 


02-19-93 

£893002 

He'^tK^l!^  Improvement  Act  of  1993.  Create,  refundable  hejlth 
to.„,2.c.  ^«^rm.k^ur^  fi'lly  'J"^"'^^'^  individual.;  re.tore.M% 
ni.^onf^.Sr^mployed.  Introdoc«l  J«..  5. 1993-.  referral  to  Committee,  on  Way. 
and  Meana,  Energy  and  Commerce,  and  Judiciary. 

Kc.^^  Containment  and  Reform  Act  of  1993.  Rertore.  25%  d^u^Uon 
effective  jlSy  1, 1992  and  increa«.  to  100%,  effective  for  taxable  year,  after  Dec.  31. 
l^tott^uc^dJ^.  5, 1993;referred  to  Committee,  on  Way.  »^ 
Commerce,  and  Education  and  Labor. 

H JL  264  (McC«ndle»)  ,  . 

Increase  and  extend,  the  «lf-employed  deduction.  Introduced  Jan.  6,  1993. 
referred  to  Committee  on  Way.  and  Mean.. 

Pe^tfti^'^u^°on  for  up  to  $3,000  in  health  insurance  premium,  vrithout 
reeariTci^^t  requirement  tlit  medical  expends  are  deductible  only  when  they 
7  5%  S^^adju.S,d  gro-  income.  Introduced  Jan.  5, 1993;  referred  to  Committee 
on  Ways  and  Meant. 

Krflf6S^"^uction  for  «lf-employed  and  make,  it  Pe™^«n'. 
for  taxable  year,  beginning  after  Dec.  31, 1991.  Introduced  Jan.  26, 1993. 

^!!I"tlif^°^lf-employed  deduction,  effective  for  ^l-^'^g^-^;;! 
after  Dec.  31, 1991;  increa«.  deduction  in  pha.e.  .o  that  it  reache.  1«>* /"J  199/  ""^ 
ttiereifter.  Uitrodiced  Jan  27, 1993;  referred  to  Committee  on  Way.  and  Means. 

l^T^nd.  the  «lf-employed  deduction.  Introduced  Feb.  4,  1993; 
referred  to  Coiiimittee  on  Ways  and  Means. 

H  JL  836  (Hutchinton)  ^,  ^    t\^^  01 

Restores  25%  deduction  for  self^mployed  effective  for  taxable  yeani  after  Dec  31. 

v:*91.  and  increases  deduction  to  100  effective  for  coverage  after  June  30.  1992. 

Introduced  Feb,  4, 1993;  referred  to  Committee  on  Ways  and  Means. 

i!^dtiten'^  the  self-empioyed  deduction.  Introduced  Feb.  16.  1993; 
referred  to  Committee  on  Ways  and  Means. 

^IprfhSnealth  Care  Act  of  1993.  Provid^  for  100%  f  '^'f; 

employed,  effective  for  taxable  year.  aBer  June  30, 1992.  Introduced  Jan.  21, 1993, 
referred  to  Committee  on  Finance. 
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S.  88  (McCain) 

Children's  Health  C«re  Improvement  Act  of  1993.  Eftabli»he«  refundable  tax 
credit  for  health  iniurance  expenses  of  children  in  CMnilies  below  200%  of  poverty;  the 
credit  may  be  used  only  for  school-based  insurance  programs  established  by  States  and 
localities.  Introduced  Jan.  21, 1993;  referred  to  Committee  on  Finance. 

S.  223  (Cohen) 

Comprehensive  Health  Care  Act  of  1991.  Taxes  employer  health  plan 
contributions  in  excess  of  lowest-priced  Accountable  Health  Plan  (AHP)  in  the  area. 
Provides  refundable  tax  credit  for  individuals  purchasing  AHP  coverage.  Increases  self- 
employed  deduction.  Introduced  Jan.  27,  1993;  referred  to  Committee  on  Finance. 

S.  325  (KasaelMium)/H.R.  834  (GUckman) 

Provides  for  100%  deduction  for  self-employed;  disallows  employer  exclusion, 
business  deduction,  and  nonreimbursed  individual  medical  expenses  deduction  for 
premiums  paid  for  plans  that  are  not  BasicCare  health  plans.  Allows  an  individual  to 
deduct  unreimbursed  premiums  paid  for  a  BasicCare  health  plan,  regardless  of  whether 
the  taxpayer  meets  the  7.5%  AGI  threshold.  Introduced  Feb.  4,  1993;  S.  325  referred 
to  Committee  on  Finance;  H.R.  834  referred  to  Committees  on  Energy  and  Commerce, 
Ways  and  Means,  Judiciary,  Education  and  Labor,  and  Rules. 

S.  339  (Bauctis) 

Provides  for  25%  deduction  for  self-employed  for  the  6-month  period  ending  Dec. 
31,  1992.  Feb.  4;  referred  to  Committee  on  Finance 

S.  360  (Dorgan) 

Phases  in  100%  deduction  for  self-employed.  Introduced  Feb.  16, 1993;  referred 
to  Committee  on  Finance. 

FOR  ADPmONAL  RRAniVO 

Butler,  Stuart  M.  A  Tax  Reform  Strategy  to  Deal  with  the  Uninsured.  Journal  of  the 
American  Medical  Association.  May  15, 1991,  v.  265,  no.  19,  p.  2541-2544. 

Pauly,  Mark  v.,  et  al.  Responsible  National  Health  Insurance.  Washington.  TheAEI 
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THE  CANADIAN  HEALTH  CARE  SYSTEM 


SUMMARY 


Canada  has  provided  univeml  health  iniurance  coverage  to  its  legal 
residents  since  1972  through  health  insurance  programs  jointly  financed  by 
the  Federal  Govermnent  and  the  10  provincial  «nd  2  territorial  governments. 
Provincial  and  territorial  authorities  design  their  own  programs  according  to 
Federal  atandards.  Each  program  must  ensure  that:  individuals  have  access 
to  needed  medical  services  without  regard  to  cost;  benefit  packages  include  all 
medically  necessary  hospital  and  physician  services;  all  rcsidenU  of  a  province 
are  covered;  insurance  coverage  is  continued  when  Canadian*  travel  from  one 
province  to  another;  and  insurance  plans  are  sdministared  on  a  non-profit 
basis  by  a  public  authority. 

While  administration  of  the  health  insurance  program  is  primarily  a 
provincial  responsibility,  the  Federal  Government  provides  block  grants  to  the 
provinces  to  help  defray  the  cost.  Without  regard  to  individual  provincial 
health  expenditures,  provinces  and  territories  receive  «n  equal  per  capita 
contribution  from  the  Federal  Government,  adjusted  annually  to  Uke  into 
account  increases  in  Gross  National  Product. 

In  general,  health  services  are  provided  through  the  private  sector. 
However,  provinces  have  the  authority  to  determine  the  method  and  rate  of 
I  ^imbursement  for  health  care  providers.  Most  Canadian  hospitals  receive 
fui.ds  under  global  budgets.  With  the  exception  of  hospital-based  physicians 
who  are  salaried  amplpyeas  of  the  hotpitals,  most  physicians  are  paid  on  a  fee- 
for-service  basis.  The  fee  schadule  is  determined  on  the  provincial  level  by 
negotiations  between  public  authorities  and  professional  associations 
repreaenting  tha  baalth  care  practitionart. 

The  provincial  health  systems  do  not  limit  care  for  life -threatening 
condition*.  However,  restrainU  placed  on  hospitals  budgeU  and  limit*  on  the 
number  of  specialty  physicians  have  produced  waiting  iisU  for  some  elective 
services.  Systematic  daU  on  waiting  times  are  not  available  but  anecdotal 
report*  indicate  that  waiting  lisU  exist  for  some  procedures  in  each  province 
but  that  the  time*  and  procedure*  vary  by  province. 

Analysts  have  pointed  to  both  advanUges  and  disadvanUges  of  the 
Canadian  aystam  when  compared  to  the  VS.  health  care  system.  Canada  has 
achieved  universal  coverage  of  iU  population  while  spending  about  38  percent 
leas  per  capiu  on  health  than  the  United  Sutes.  On  the  other  hand,  some 
forms  of  medical  technology  are  less  available  in  Canada,  there  is  less 
innovation  in  the  deliveiy  and  financing  of  health  care,  and  the  lack  of  cost- 
aharing  requiremenU  appears  to  encourage  excess  utilization.  Both  countries 
face  diflicult  financing  and  service  deliveiy  problems  as  aging  populations, 
technology  changes  and  ijcrease*  in  the  volume  and  intensity  of  services 
continue  to  fuel  costs. 
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THE  CANADIAN  HEALTH  CARE  SYSTEM 
INTOODVCTION 

Since  1972,  C«n«d«  hms  provided  univt rwl  health  in»ur*nce  coverage  to 
its  legil  reeidant*  through  health  inturance  progranw  jointly  financed  by  the 
Federal  Government  and  provincial  and  Urritorial  authoritiee.*  The  health 
inauranee  program  evolvad  in  a  ieriet  of  etept,  beginning  with  the  initiation 
of  univertal  hoapital  imurance  by  the  weetara  provinca  of  Saskatchewan  ra 
1946.  In  1957,  the  Federal  Government  encouraged  the  expention  of  hoepital 
inmirance  program*  in  all  the  province!  and  territoriet  by  providing  cash 
subeidies  to  jurisdictions  that  instituted  qualified  plans.  In  1962,  a  similar 
program  was  instituted  to  cover  physician  care  and  other  medical  services.  All 
of  the  province*  and  Urritorie*  had  adopted  qualified  plans  by  1972, 

In  1987,  Canadian  health  care  expenditure*  accounted  for  8.6  percent  of 
gross  national  product  (GNP).  ThU  represented  expenditure*  of  approximately 
$1,483  per  capita,  making  Csnada  second  only  to  the  United  Sute*  in  this 
category.  The  public  sector  in  Canada  accounted  for  approximately  76  percent 
of  these  payment*  compared  to  41  percent  in  the  U.S. 

Coverage 

Currently,  all  legal  resident*  of  Canada  are  covered  by  one  of  the  nation** 
10  provincial  or  2  territorial  health  insurance  plans.  Local  authoritie*  de*ign 
their  own  health  insiirance  programs  following  Federal  standards,  codified  in 
the  Canada  Health  Act  of'  1984.  According  to  theae  guideline*,  provincial 
plana  mu«t  meet  the  following  criteria  in  order  to  qualify  for  full  Federal  cash 
contributions  to  their  programs: 


*Unl*as  otherwise  noted,  general  information  on  the  Canadian  health  care 
system  is  derived  primarily  from:  Canada.  Ministry  of  Health  and  Welfare. 
Health  Insurance  DirectoraU,  Health  Serricea  and  Promotion  Branch. 
Ove^new:  The  Ctmadian  Health  Care  Sy$tem,  OtUwa,  May  1988;  Canada. 
Ministiy  of  Health  and  Welfare.  1967-1988  Canada  Health  Act  Annual  Report. 
OtU- «,  1988;  Employee  Benefit  Reaearch  Institute.  Canada'*  Health  Care 
Syttem:  Uuon$  for  the  United  SUite$t  Issue  Brief  number  90,  May,  1989; 
Lomas,  Jonathan,  at  al.  Paying  Physicians  in  Canada:  Minding  our  Ps  and 
Qs.  Health  Affairt,  Spring  1989,  p.  80-102.  DaU  derives  from  Canada, 
Policy,  Planning  sud  Information  Branch,  Ministry  of  Health  and  Welfare. 
Health  Sector  In  Canada:  Fact  ShetU.  OtUwa,  1989;  Schieber,  George  J., 
and  Poullier,  Jean-Pierre,  InUmational  Health  Care  Expenditure  Trends: 
1987.  HeaUh  Affairt,  fall  1989,  p.  169-177, 
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The  insured  population  mutt  have  acceas  to  needed  medical  services 
without  regard  to  cost.  To  ensure  that  patients  are  not  forced  to 
forego  care  because  of  out-of'pocket  medical  expenses,  user  charges 
and  extra-billing^  may  not  be  imposed.^ 

•  Benefits  offered  by  insurance  plans  must  be  comprehensive,  including 
medically  necessary  services  provided  by  bospitsls  and  physicians. 

All  resideoU  of  a  province  must  be  entitled  to  insured  health 
services.  A  waiting  period  prior  to  entitlement  by  residents  may  not 
exceed  3  months. 

•  Canadians  moving  from  one  province  to  another  must  continue  to  be 
covered  for  insured  health  services  by  their  home  province  during 
any  waiting  period  imposed  by  their  new  province  of  residence. 
Medical  care  for  residents  of  one  province  who  are  temporarily 
visiting  another  province  is  reimbursed  under  the  insurance  plan  of 
the  patient's  home  province. 

•  Provincial  health  insurance  plans  must  be  administered  and  operated 
on  a  non-profit  basis  by  a  public  authority. 


All  of  the  provincial  and  territorial  health  insursnce  plans  must  cover 
medically  necessary  hospital  services,  physician  services  and  certain  surgical 
dental  procedures.  There  are  no  dollar  limits  to  the  amount  of  necessary 
medical  care  that  individuals  may  receiva.  All  plans  include  the  following 
benefits: 

•  In-patient  hospital  care  including  accommodations  and  meals  at  the 
standard  ward  level,  nursing  services,  necessary  drugs,  medical  and 
surgical  supplies  and  diagnostic  tests. 

•  Out-patient  hospital  services  including  emergency  visits,  laboratory, 
radiological  and  other  diagnostic  procedures. 

Physician  services  including  all  medically  necessary  services 
performed  by  medical  practitioners  in  hospitals,  clinics  or  physicians' 
offices. 


'Extra-billing  occurs  when  physicians  charge  patients  an  additional 
amount  above  the  fee  negotiated  by  the  province  with  physicians  collectively. 

Provinces  are  not  forbidden  by  law  to  impose  user  fees  or  extra-billing 
but  are  subject  to  dollar-for-dollar  deductions  from  Federal  contributions  to 
their  health  insurance  programs  if  they  permit  these  practices. 


Benefits 
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Provinces  are  not  required  to  insure  retidents  for  the  costs  of  eyeglasses, 
outpatient  prescription  drugs,  general  dental  care  and  semiprivate  or  private 
hospital  accommodationi.  However  most  provinces  include  an  outpatient 
prescription  drug  benefit  for  the  elderly  and  individuals  who  qualify  for  public 
assistance. 

The  Canada  Health  Act  does  not  specify  what  benefits  are  required  in  a 
comprehensive  program.  Additionally,  all  provinces  and  territories  may  include 
additional  benefits  that  are  not  required  under  the  national  guidelines.  For 
example,  Ontario,  the  largest  province,  includes  mental  health  services, 
ambulance  services,  the  services  of  chiropractors,  osteopaths,  chiropodists  and 
approved  physiotherapy  clinics  within  iu  benefit  structure.  It  also  provides 
a  drug  benefit  program  for  the  elderly  and  individuals  receiving  public 
assistance. 

Coverage  of  long-term  care  is  not  required  under  the  Canada  Health  Act. 
However  the  Federal  Government  does  make  an  equal  per  capita  contribution 
to  the  provinces  and  territories  in  support  of  nursing  home  care,  home  care 
and  ambulatory  health  care.  These  payments  are  not  contingent  on 
conformity  to  the  standards  required  in  the  general  health  insurance  program 
and  provinces  are  free  to  structure  their  long-term  care  program  as  they  see 
fit.  As  a  result,  there  is  significant  variation  in  the  type  and  amount  of  long- 
term  care  provided  under  provincial  plans. 

Financing 

The  health  insurance  system  is  financed  jointly  by  the  Federal  and 
provincial  and  territorial  governments.  When  the  national  health  insurance 
program  was  first  instituted,  the  Federal  Government  reimbursed  local 
authorities  for  50  percent  of  the  incurred  cost:  of  health  care  services. 
However  after  passage  of  the  FederaUPwvincial  Fiscal  Arrangements  and 
Established  Program  Financing  Act  in  1977,  Federal  fiscal  contributions  to  the 
health  insurance  program  were  restructured  into  a  block  grant  approach. 

Without  regard  to  individual  provincial  health  expenditures,  provinces  and 
territories  receive  an  equal  per  capita  contribution  from  the  Federal 
Government,  adjusted  annually  to  take  into  account  increases  in  nominal 
GNP,  The  Federal  share  takes  the  form  of  tax  transfers  to  the  provinces  and 
cash  subsidies  derived  from  general  revenue*.  Provinces  may  use  the  Federal 
monies  within  their  health  insurance  programs  as  they  see  fit  as  long  as  the 
Federal  criteria  are  met. 

While  they  cannot  impose  user  fees  or  extra-billing  without  losing  Federal 
financial  support,  provinces  have  consideiable  latitude  in  determining  how 
their  share  of  health  care  co«U  are  fina^jced.  They  may  institute  insurance 
premium!:,  sales  taxes,  use  general  rovenues  or  utilize  a  combination  of 
approaches.  All  provinces  and  territoMea  use  general  tax  revenues  to  support 
most  of  the  costs  of  their  insurance  programs.  In  addition,  Ontario,  British 
Columbia  and  AlberU  impose  a  small  payroll  tax  premium  to  raise  a  portion 


243 


CRS.4 


of  the  required  sums.  Premiums  reflect  family  size  but  not  risk  status. 
However,  the  elderly  and  all  those  who  qualify  for  public  assistance  are 
exempt  from  the  premium.  Additionally,  failure  to  pay  the  required  premium 
does  not  result  in  loss  of  access  to  needed  medical  services. 

Health  insurance  is  the  single  largest  program  funded  by  the  provincial 
governments,  but  there  is  considerable  variation  in  the  amount  of  resources 
that  each  jurisdiction  devotes  to  health  care  and  the  rate  by  which  health  care 
costs  are  increasing.  Health  care  expenditures  ranged  from  approximately  30 
percent  of  gross  provincial  expenditures  in  Ontario  in  1985  to  20  percent  of 
gross  provincial  expenditures  in  Newfoundland  in  the  same  year.  In  the 
period  from  1983  to  1987,'  per  capita  spending  on  health  care  increased  by  41 
percent  in  Ontario,  and  33  percent  in  Nova  Scotia  compared  to  13  percent  in 
Alberta  and  18  percent  in  British  Columbia. 

Since  the  inception  of  the  block  grant  formula.  Federal  contributions  as 
a  percentage  of  the  total  cost  of  the  Canadian  health  care  system  have 
gradually  decreased.  In  1988,  the  last  year  for  which  figures  are  available, 
30.4  percent  of  health  care  expenditures  were  financed  by  the  Federal 
Government,  compared  to  percent  of  the  costs  borne  by  the  provincial 
governments.  Private  sources  were  responsible  for  25.4  percent  of  all  health 
care  expenditures  (see  figure  1).^ 

Adxainlstration 

The  responsibility  for  administration  of  the  Canadian  health  care  system 
lies  with  the  provincial  and  territorial  govemments.  Federal  standards  require 
that  the  health  insurance  program  be  administered  by  a  public  non-profit 
authority.  Although  private  insurance  companies  exist,  they  are  not  permitted 
to  cover  services  provided  under  the  provincial  plan.  Thus,  for  all  covered 
benefits,  the  government  is  the  sole  payer.  When  services  are  provided  on  a 
fee-for-service  basis,  bills  are  sent  directly  to  the  provincial  authority. 

The  cost  of  administration  has  been  kept  low.  It  is  estimated  that 
administrative  costs  account  for  approximately  1.5  to  2.5  percent  of  Canadian 
health  expenditures,  compared  to  6  to  8  percent  of  U.S.  health  expenditures. 


^Policy,  Planning  and  Information  Branch.  Ministry  of  Health  and 
Welfare.  Health  Sector  in  Canada:  Fact  SheeU.  Otuwa,  1989.  p.  2. 
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Reimbursement  Methods 

Provinces  have  the  authority  to  determine  the  method  and  rate  of 
reimbunement  for  health  care  practitioners.  A  distinction  is  made  between 
remuneration  for  hoipitals  and  physicians. 

Hospitals  accounted  for  39.3  percent  of  toUl  Canadian  health  care 
expenditures  in  1988.  (See  figure  2  for  the  composition  of  Canadian  health 
care  expenditures).  Most  Canadian  hospitals  receive  funds  under  a  global 
budgeting  system.  Annually,  hospital  administrators  negotiate  an  operating 
budget  with  the  provincial  authorities.  BudgeU  are  meant  to  take  into 
account  bed  to  population  and  staff  to  patient  ratios,  as  well  as  changes  in  the 
mix  and  volume  of  services  provided.  Allocation  of  resources  is  then  the 
responsibility  of  the  individual  hospital  administrators. 

Capital  budgets  are  determined  separately.  New  facilities,  equipment, 
major  hospital  renovations  and  other  capital  expenditures  have  to  be  approved 
by  the  Ministry  of  Health  in  each  province.  Provinces  vary  in  the  extent  to 
which  they  fund  capiUl  improvements.  However  all  hospiUls  are  required  to 
fund  some  of  these  costs  themselves.  Methods  range  from  community-wide 
fund  raising  drives  to  the  issuance  of  municipal  bonds. 

Most  physicians  are  paid  on  a  fee-for-service  basis.  Fee  schedules  are 
determined  on  the  provincial  and  territorial  level  by  negotiations  between 
public  authorities  and  professional  associations  representing  the  health  care 
practitioners.  These  professional  associations  are  also  responsible  for 
allocating  funds  between  specialty  group*.  Alternately,  most  hospital-based 
physicians  are  salaried  employees  of  the  hospitals.  Payment  for  physician 
services  accounted  for  16.1  percent  of  total  health  expenditures  in  1988. 

The  provinces  have  instituted  varioua  methods  in  an  attempt  to  control 
the  level  of  expenditures  for  physician  services.  Since  the  inception  of 
national  health  insurance  in  Canada,  health  care  utilixation  has  increased  at 
an  annual  rate  of  almost  4  percent.  Five  provinces-Ontario,  British 
Columbia,  Saskatchewan,  Manitoba,  and  Quebec-have  incorporated  measures 
aimed  at  controlling  the  volume  of  physician  servicea  into  their  fee  schedules. 
Most  of  these  provinces  utilize  some  form  of  expenditure  target  by  which 
excessive  increases  in  the  volume  of  services  provided  patients  result  in  a 
reduction  in  paymenU  in  the  next  negotiated  fee  schedule.  In  contrast, 
Quebec  applies  a  quarterly  cap  to  individual  physician  incomes.  'Mien  the 
fixed  ceiling  has  been  reached,  further  payments  are  reimbursed  at  a 
aignificantly  lower  level  during  the  retiWnder  of  the  quarter. 
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ProvUion  of  Care 

In  general,  health  care  services  are  provided  through  the  private  sector. 
The  mju'ority  of  Canada's  hospitals  are  owned  and  operated  by  non-profit 
entities  including  municipalities,  voluntary  agencies  and  religious  groups. 
While  these  institutions  employ  some  physicians,  the  majority  of  the  medical 
staff  is  composed  of  private  physician*  granted  admitUnce  privileges  by  the 
facilities. 

In  1988,  there  were  4.36  short-term  hospital  beds  per  1,000  persons  with 
an  average  occupancy  rate  of  85.5  percent.  Average  length  of  stay  was  14.14 
days. 

While  about  25*30  percent  of  physicians  are  salaried  employees  of 
hospitals  or  clinics,  the  majority  of  practicing  physicians  are  private 
practitioners  reimbursed  according  to  a  provincial- wide  negotiated  fee 
schedule.^  Patients  are  free  to  choose  their  physicians  and  physicians  have 
the  option  of  accepting  or  refusing  any  patient. 

As  of  1988,  there  were  57,405  active  physicians  in  Canada,  a  ratio  of  one 
physician  per  451  persons.  Of  these,  26,079  or  45  percent  were  general 
practitioners  or  family  physicians,  and  23,627  or  41  percent  were  specialisU. 
The  remainder  were  interns  and  residents. 

Rationing 

The  provincial  health  system*  do  not  limit  care  for  life-threatening 
condition*.  However,  restraints  placed  on  hospital  budgets  and  limits  on  the 
number  of  specialty  physicians  have  produced  rationing  "by  the  queue'-waiting 
on  line-for  some  elective  services.  In  addition,  specific  high-technology 
equipment  such  a*  magnetic  resonance  imagers  (MR!)  and  lithotripters  are 
explicitly  controlled  by  the  provincial  governments,  and  are  generally  restricted 
to  hospitals.^ 


*Phy6ician«  have  the  option  of  practicing  completely  ouuide  the  national 
health  insurance  scheme  but  they  cannot  take  some  patients  covered  by  the 
plan  and  others  a*  private  pay  patients. 

•Evans,  Robert  G.,  et  al.  Controlling  Health  Expenditures-The  Canadian 
Reality.  The  New  England  Journal  of  Mtdicintt  Mar.  2,  1989.  p.  571-577. 
Kosterlitz,  Julie.  Taking  Care  of  Canada.  National  Journal,  July  15,  1989, 
p.  1792-1797.  Linton,  Adam.  The  Canadian  Health  Care  System:  A 
Canadian  Physician's  Perspective.  The  New  England  Journal  of  Medicine, 
Jan.  18,  1990.  p.  197-199.  Walker,  Michael.  From  Canada:  A  Different 
Viewpoint.  Health  Management  Quarieriy,  first  quarter,  1989. 
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At  the  Ubie  below  shows,  Csnads  has  less  high-cost  technological 
equipment  on  s^per  capita  basis  than  the  United  States. 


AvmilAbUity  of  Selected  Medical  Technologlea: 
Cansula  and  the  * 


Unit*  per  uillioni 


Open-heart  surgery 

1.23 

3.26 

Cardiac  catheterization 

1.50 

5.06 

Organ  transplantation 

1.08 

1.31 

Radiation  therapy 

0.54 

3.97 

Lithotripsy 

0.16 

0.94 

Magnstic  rssonance  imagiDg 

0.46 

3.69 

'Rublee,  Dale.  Medical  Technology  in  Canada,  Germany,  and  the  United 
Sutes.  Health  Affain,  fall  1989. 


As  a  result  of  constraints  on  squipment  supply,  waiting  lists  exist  for 
accass  to  some  types  of  squipment  and  procedures.  Systematic  data  on 
waiting  times  are  not  available  but  anecdotal  reporU  indicaU  that  waiting 
lisU  exist  for  some  procedures  in  each  province  but  thst  the  times  and 
procedures  vary  by  province.  For  example,  in  Newfoundland,  which  has  a 
population  of  570,000,  there  was  one  functioning  CAT-scanner  team  in  early 
1989.  This  created  a  2  month  waiting  time  for  a  scan.  In  the  same  province, 
there  was  a  2.5  month  waiting  list  for  a  mammogram,  a  1  to  1J5  month  wait 
for  bone  scans,  and  a  6  to  10  month  wait  for  hip  replacements.  However,  in 
Alberta,  where  at  the  same  time  there  was  excess  hospital  capacity,  no  m^or 
queuing  problems  existed.^ 

Rationing  of  elective  services  by  triage  flimiting  care  on  the  basis  of 
priority  of  need  and  proper  place  of  treatment)  is  not  explicit  government 
policy.  For  example,  the  provincial  plans  do  not  place  an  age  limit  on 
insurance  coverall  for  organ  transplants  or  other  bi^-cost,  bi^-risk 
procedures.     However,  such  factors  may  enter  into  physicians*  clinical 


'Walker,  Michael  A.  From  Carjada:  A  DifTerent  Viewpoint.  Health 
Management  Quarlerly,  first  quarUr,  1989.  p.  11-14. 
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judgments  just  as  they  do  in  the  United  States.  A  recent  study  comparing 
hospital  stays  and  medical  and  surgical  treatment  of  elderly  Canadian  and  U.S. 
patients  with  diseases  of  the  circulatoiy  system  found  that  while  elderly 
Canadian  patienU  had  less  access  to  coronary  byp***  surgery,  they  had  greater 
acceas  to  "other  complex  and  potentially  beneficial  procedures.** 

Phyaician  Satisfaction 

Although  conflicts  with  provincial  governments  over  fee  negotiations  have 
led  to  several  physician  strikes,  and  physicians  express  concerns  about 
underfunding  for  hospitals  and  technology,  the  medical  profession  is  reportedly 
largely  supportive  of  the  Canadian  system.  Physicians  are  free  to  msdce 
individual  medical  decisions  for  their  patients  without  direct  interference. 
They  are  also  largely  unencumbered  by  the  types  of  constraints  on  practice 
faced  by  their  U^.  colleagues,  such  as  utilization  review,  second  opinions,  and 
managed  care.  However,  because  of  the  increasing  volume  of  services  provided 
by  physicians  (partly  in  response  to  the  limits  on  fees),  the  provincial 
governments  are  expected  to  try  to  impose  limits  on  the  number  of  services 
for  which  they  will  pay.  In  addition,  some  provinces  are  beginning  to 
experiment  with  capitated  delivery  systems.*  They  also  are  looking  to  the 
United  States  for  methods  of  encouraging  more  appropriate  and  effective 
medical  care. 

Canadian  physicians  et^joy  relatively  high  incomes.  In  Ontario,  the  1984 
income  of  physicians  was  about  five  times  that  of  the  average  industrial 
worker.  For  the  same  period,  U.S.  physicians*  incomes  was  about  6.6  times 
the  average  industrial  wage.  Canadian  physicians  maintain  larger  average  net 
incomes  (after  professional  expenses  but  before  taxes)  than  those  of  dentists, 
lawyers,  accountants,  engineers  and  architects.*^ 

Canada-United  Stataa  Compariaons 

The  health  care  systems  of  Canada  and  the  United  States  have  much  in 
common:  Providers  of  care,  including  .physicians  and  hospitals,  are  largely 
private.  The  mjgority  of  patients  in  both  systems  receive  care  on  a  fee-for- 
service  basis  and  are  free  to  choose  their  own  providers.  Medical  education 


^Anderson,  Geoffrey  M.,  Joseph  Newhouse  and  tjeslie  Roos.  Hospital  Care 
for  Elderly  Patients  With  Diseases  of  the  Circulatory  System.  A  Comparison 
of  Hospital  Use  in  the  United  States  and  Canada.  New  England  Journal  of 
Mediant,  Nov.  23,  1989.  p.  1443-1448. 

*Capitation  is  a  method  of  paying  for  an  individual's  medical  care  through 
a  per  capita  payment  that  is  independent  of  the  number  of  services  received 
or  the  costs  incurred  by  providers  in  furnishing  those  services. 

'Iglehart,  John.  Health  Policy  Report.  Canada's  Health  Care  System. 
Part  1.  The  New  England  Journal  of  Medicine,  July  18,  1986.  p.  202-208. 
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U  so  similar  in  structure  and  curriculum  that  U.S.  graduates  of  Canadian 
medical  schools  are  not  considered  to  be  'foreign  medical  graduates'  when  they 
return  to  the  Both  systems  are  heavily  oriented  to  diagnosis  and  cure, 
as  opposed  to  disease  prevention  and  health  promotion.  Similarly,  both 
systems  have  problems  vrith  an  undersupply  of  physicians  in  remote  areas 
but  an  oversupply  of  certain  specialists.  In  addition,  health  care  costs  in 
Canada  and  the  United  States  are  climbing  at  about  the  same  rate,  and  both 
countries  face  difficult  financing  and  service  delivery  problems  as  aging 
populations,  technology  changes,  and  increasrs  in  the  volume  and  intensity  of 
services  continue  to  fuel  those  costs. 

There  are  also  a  number  of  ways  in  which  the  Canadian  and  VS.  systems 
are  different.  Compared  to  the  system  in  the  U.S.,  the  Canadian  system  has 
some  drawbacks:  some  forms  of  medical  technology  are  less  available,  there 
is  less  innovation  in  the  delivery  and  financing  of  health  care,  and  the  lack 
of  cost'Sharing  requirements  appears  to  encourage  excess  utilization.  Some 
analysts  also  point  to  Canada's  longer  average  hospital  stays  and  heavier 
reliance  on  institutionalization  to  care  for  the  elderly  as  indicators  of  greater 
inefficiency. 

There  are,  however,  some  features  of  the  Canadian  system  which  have 
been  admired  by  VJS.  observers.  Although  problems  exist  in  obtaining  access 
to  some  services,  Canada  has  achieved  universal  coverage  of  its  population. 
In  contrast,  the  United  Sutes  has  an  estimated  35.6  million  people  who  are 
totally  uninsured  (the  estimate  is  for  1987).  Canada's  health  system  also  has 
broad  public  support,  whereas  recent  public  opinion  surveys  in  the  United 
States  show  substantial  dissatisfaction  with  the  American  system  of  health 


Some  anal3r8ts  have  also  concluded  that  Canada  gets  greater  value  for  its 
health  care  investment  than  does  the  VS.  In  1987,  Canada  spent  about  8.6 
percent  of  its  GNP  on  health;  the  VS.  spent  11.2  percent.  On  a  per  capiu 
basis,  Canada  spent  $1,483,  about  38  percent  less  than  the  U.S.  total  of 
$2,051.  On  almost  all  measures  of  medical  care  outcomes,  however,  such  as 
infant  death  rates,  life  expectancy  at  birth,  life  expectancy  at  age  40,  and  age 
sUndardized  death  rates,  Canada  does  better  than  the  United  Sutes.  For 
example,  for  the  mid-1980s,  Canada's  infant  mortality  rate  was  about  25 
percent  lower  than  the  VS.  rate  and  the  average  life  expectancy  at  birth  in 
Canada  was  about  72.9  years  for  men  and  79.8  years  for  women  compared 
with  71.0  and  783  years  respectively  for  men  and  women  in  the  U.S. 

A  problem  in  concluding  that  Canada  is  getting  better  value  for  its  money 
is  that  some  of  the  differences  in  medical  care  outcomes  may  not  be 
attribuUble  to  inveatment  in  the  health  care  system.  They  may  have  more 
to  do  with  differences  in  rates  of  poverty,  the  demographic  composition  of  the 


"Blendon,  Robert  J.  TTiree  Systems:  A  Comparative  Survey.  Health 
Monaganeni  Quarterly,  first  quarter,  1989.  p.  2-10. 
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population,  the  •nvironment,  and  other  faetori.  Several  foundations  have 
begun  to  aponeor  research  that  will  look  at  whether  the  difference  in  spending 
between  Canada  and  the  United  States  has  any  consequences  for  medical  care 
outcomes.*' 


^^ganization  for  Economic  Cooperation  and  Development.  Financing 
and  Delivering  Health  Cart:  A  Comparative  AnalytU  of  OECD  Countriet. 
OECD  Social  Policy  Studias  No.  4»  Paris,  1967. 
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APPENDIX  A:  THE  CANADIAN  AND  UA  HEALTH  CARE  SYSTEMS: 
A  STATISTICAL  COMPARISON 

The  following  Uble  compam  the  Canadian  and  health  care  tyatems 
in  tenns  of  acme  common  meaaures  of  health  azpendituraa,  health  status 
indicators,  and  health  services  supply  and  utilisation.  Data  are  derived  from 
the  most  recent  available  sources. 


VS. 


Health  expenditures* 

Health  expenditures  as  a  percentage 
of  gross  domestic  product,  1987  8.6%  11^ 

Per  capita  health  spending.  1987  Sl,483  $2,051 

Public  health  expenditures  as 
%  of  total  bMlth  expenditures,  1987  74.8%  41.4% 

Health  status  indicsitors^ 

Infant  mortality  rata 
per  1000  live  births,  1985  7.9  10.5 

Mstema)  mortality  rata 
per  100,000  live  births,  1984  3.2  8.0 

Life  expectancy  at  birth,  1985 
(men)  71.9  71^2 

Life  expectancy  at  birth,  1985 
(women)  79.0  78.2 


See  footnotes  at  and  of  table. 
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Hospital  utilization* 


Shoit-term  hotpital  beds 
per  1000  persons,  1987 


4.4 


3.9 


Average  occupancy  rate,  1987 


85.5% 


64.9% 


Average  length  of  sUy,  1987 
(in  days) 


14.4 


7.2 


Physician  supply^ 


Active  physicians 
per  100,000  persons,  1980s 


187 


194 


Average  number  of  physician 
contacts  per  year,  1980s 


5.5 


4.6 


•Schieber,  George  J.,  and  Poullier,  Jean-Pierre.  Internationa!  Health  Care 
Expenditure  Trends:  1987.  Health  Affaif,  fall  1989,  p.  169-177. 

^United  Nations.  Uniud  Notions  Demographic  Yearbook,  1966.  New 
York,  1988. 

K^ada:  Policy,  Planning  and  Information  Branch.  Ministry  of  Health 
and  Welfare.  Health  Sector  In  Canada:  Fact  SheeU.  OtUwa,  1989.  p.  5. 
United  Sutes:  U.S.  Library  of  Congress.  Congressional  Research  Service. 
Health  Care  Expenditures  and  Prices.  Issue  Brief  No.  77066,  by  Kathleen 
M.  King.  Washington,  1989.  p.  10-12. 

^inkelstein,  Alan.  Access  to  Health  Care.  American  Association  of 
Retired  People.  Washington,  Feb.  1989.  p.  1921. 
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Tlxrt  shouU  b*  no  nttatt  of 
this  document  until  9  fi.m., 
Wetintsd^,  FehuMTy  17,  J993 


A  VISION  OF  CHANGE 
FOR  AMERICA 

THE  WHITE  HC'USE 

WAS  M  I  NGT<:  N 

Febtuaiy  17,  1993 


TO  THE  CONGRESS  OF  THE  UNITED  STATES: 
lb  accompany  my  address  to  the  Joint  Seaaion  of  the  Congrea*.  I  am  subt.iitting  thi* 
report,  entitled  A  VUion  of  Change  for  America.  TTiia  report  dewribea  the  comprehencive 
economic  plan  I  am  iNropoainf  for  the  nation. 

I  am  aakinc  you  to  join  with  the  American  people  in  their  call  for  chanfe.  My  vision  ia 
one  of  fundamental  chanfe— to  inveat  in  people,  to  reward  hard  work  and  re«toiT 
fairness,  and  to  reoofnixe  our  families  and  oommuniliea  aa  the  comentonea  of  Amer'ca  a 
■trenfth. 

Pot  more  than  a  decade,  our  govenunent  haa  been  caught  in  the  crip  of  the  failed  policy 
of  trickle-down  economic*.  While  the  rich  jet  ridier.  middle-daaa  Americana  pay  more 
taxes  to  their  Kovemment  and  get  leaa  in  return.  My  plan  will  put  an  end  to  (ovemment 
that  beneflta  the  privileced  few  and  mark  the  befinninr  <^  an  economic  atratecy  that 
puta  people  fint. 

My  plan  haa  three  key  elements:  economic  atimulua  to  create  joba  now  while  layinf  the 
(bimdation  for  lonf-term  economic  frowth;  lonf -term  public  investments  to  increase  the 
productivity  of  our  people  and  businesses;  and  a  aerioua.  fair,  and  balanced  dencit-reduc* 
tion  plan  to  atop  the  fovemment  from  draininf  the  private  investments  thst  fenerste 
jobs  and  increase  incomes. 

The  chanfe  will  not  be  essy.  but  the  cost  <^  not  chanfinf  is  far  greater.  We  must  enauro 
that  our  childrwa  feneration  is  not  the  first  to  do  worse  thsn  thsir  parents.  We  must 
restore  ths  American  dream. 

We  have  ab^y  hesrd  the  clamor  of  the  powerful  special  interest*  who  oppose  chsnge 
because  they  ^NnoGt  from  the  atatus  quo.  But  the  American  people  have  demanded  chanfv. 
and  it  is  our  responsibility  to  answer  their  call.  With  thst  in  mind.  I  ssk  for  your  help 
and  aupport  to  restore  our  economy  and  five  our  people  hope. 


February  17,  1993 


Reprinted  from  A  Viiion  of  Change  for  Asnerice,  by  the  U.S.  Executive  OfTtce  of 
the  Preiident.  Releued  u  HouK  Document  103-49.  Wuhington,  G.P.O.,  1993. 
p.  i,  11,  »4-102, 116-145. 
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A  Legacy  of  Failure 


Skyrocketing  Health  Care  Costs 


Another  legacy  of  the  past  12  years  is  the  crisis  of  rapidly  escalating  health  care 
costs — a  crisis  that  threatens  the  security  of  every  American  family  and  business. 
In  1992,  Americans  spent  $840  billion  on  health  care,  or  14  percent  of  GDP 
compared  with  about  9  percent  of  GDP  only  a  dozen  years  ago  (Chart  2-13).  At 
this  rate  health  spending  will  reach  an  astonishing  18  percent  of  GDP  by  the 
year  2000:  Americans  will  be  devoting  almost  one  dollar  of  every  five  they  cam 
to  health  care,  and  the  average  family's  health  costs  will  rise  to  almost  $10,000 
a  year. 

Rising  health  care  costs  are  straining  the  budgets  of  families,  businesses,  and 
government  They  arc  eating  up  incomes  and  squeezing  out  other  spending. 
Individuals  are  facing  soaring  insurance  premiums  and  rising  out-of-pocket  bills. 
Skyrocketing  premiums  have  forced  many  businesses  to  drop  or  curtail  health 
coverage  for  their  workers,  swelling  the  ranks  of  the  uninsured.  More  than  37 
million  people  do  not  now  have  insurance  coverage.  Many  are  dependent  on 
hospital  emergency  units  for  care. 

Inflation  in  health  care  costs  is  also  robbing  govenunent  budgets  of  scarce 
resources  needed  for  critical  investment  in  our  future — education,  job  training, 
infrastructure,  and  technology  development.  If  current  trends  continue,  by  1998 
the  Federal  Government  will  spend  oik:  in  every  four  dollars  on  health  care 
(Chart  2-14).  State  and  local  spending  for  health  will  rise  over  the  same  period 
from  14  to  18  percent  of  total  outlays.  Exploding  health  costs  threaten  funding 
for  other  public  priorities. 

The  rise  in  health  care  costs  now  projected  will  consume  between  25  and  35 
percent  of  total  projected  GDP  growth  for  the  rest  of  the  decade  and  will 
account  for  over  40  percent  of  the  total  iiKrease  in  Federal  spending.  In  short 
containing  health  care  costs  has  become  an  economic  imperative.  Indeed,  the 
potential  "health  dividend"  is  far  larger  than  the  peace  dividend  promised  by  the 
end  of  the  Cold  War.  If  America  spent  the  same  share  of  GDP  on  health  as  our 
main  international  competitors  do.  last  year  alone  we  would  have  had  $230 
billion  more  to  invest  in  our  people.  Similarly,  if  spending  by  employers  on 
health  insurance  had  remained  at  the  1980  percentage  of  total  compensation, 
cash  wages  for  the  average  worker  could  have  been  $670  a  year  higher  in  1991 
without  affecting  corporate  profits. 

Despite  these  bleak  statistics,  widespread  evidence  suggests  that  we  can  control 
health  care  costs  and  maintain  quality.  Other  advanced  itnlustrial  nations  have 
levels  of  health  spending  substantially  below  ours  and  have  controlled  cost 
growth  more  successfully — even  while  providing  care  that  matches  and  often 
exceeds  our  own.  Their  success  offers  a  strong  basis  for  hope  as  we  step  up  to 
the  challenge  of  fundamental  change. 
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ControtiiHg  Heath  Core  Costs 


Systemwide  beaith  cire  reform  is  a  top  Administmion  priority,  but  some 
additional  short-term  savings  proposals,  focusing  on  providers  rather  than 
beneficiaries,  make  immediate  sense. 

HHS/19  perctmi  CMpUal  rtiiiutiom,  inpmtUM,  Tbe  proposal  would  extend 
current  law  beyond  1995.  Hospitals  receive  payments  for  Medicait's  share  of 
capital  expansions  and  improvements  of  both  inpatient  and  outpatient 
department  (OPD)  facilities.  The  current  payment  level  was  reduced  in  OBRA 
90  by  10  percentage  points  to  90  percent  of  Medicare's  share  of  capital  costs  in 
every  year.  Estimated  savings:  over  four  years — ^$680  milUoo;  1997 — ^$380 
million. 

HHS/19  percent  cmpiuU  rettucthn,  OPD.  Tbe  proposal  would  extend  current 
law  beyond  1995.  Hospitals  receive  payments  for  Medicaie*s  share  of  capital 
expansions  and  improvements  of  both  inpatient  and  outpatient  department 
(OPD)  facilities.  The  current  payment  level  was  reduced  in  OBRA  90  by  10 
percentage  points  to  90  percent  of  Medicare's  share  of  capital  costs  in  every 
year.  Estimated  savings:  over  four  years— $260  million;  1997 — ^$150  million. 
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RHS/MidM$aU^  aUemhr  ytw  1995  rwd»  of  prtmimm  coiUdlotu  10  pngrmm 
otUUtys  with  m  27  percent  ceiUMg.  Under  this  pcopoMl,  beginnmg  m  Janiuuy, 
19%,  tbe  modtfaly  Put  B  premium  would  be  set  to  maintain  the  percentage  of 
program  costs  covered  by  premium  collections  in  the  previous  year,  but  with  a 
ceiling  of  27  percent  The  monthly  Pait  B  premium  annount  currently  is  set  in 
law  through^  the  end  of  calendar  year  1995  ($36.60  in  CY93.  $41.10  in  Cy94, 
$46.10  in  CY9S),  and  premium  collections  are  projected  to  cover  about  27.5 
percent  of  program  costs  in  199S.  When  originally  established,  SMI  premiums 
were  intended  to  cover  50  percent  of  program  costs.  They  eixxfed  signiikantly 
over  the  years,  however,  and  TEFRA  1982  established  a  temporuy  25  percent 
premium  floor,  beginning  in  1984.  Congress  extended  tbe  floor  twice,  and 
OBRA90  set  fixed  premium  amounts  in  law  through  1995  at  levels  then 
estimated  to  be  approximately  25  percent  of  progrun  costs.  Begimung  in  19%, 
calculation  of  the  premium  is  scheduled  to  increase  by  the  lower  of  the  OASl 
COLA  adjustment  to  the  previous  year's  premium,  or  to  be  set  at  50  percent  of 
program  costt.  Estimated  savings:  over  four  year^— 55  bilUoo;  l997—$3.9 
billion. 

HHS/EUmiiMte  mU^n  paymtmtfor  kospUmi-bwd  HHAx.  This  proposal  would 
eliminate  the  sepanle  add-on  payment  that  hotpitd-based  home  health  agencies 
(HHAs)  receive  in  addition  to  payment  under  the  Medicare  cost  limits. 
Eliminating  the  add-on  would  create  a  level  playing  field  on  which  all  home 
health  agencies  can  compete.  Fsrimamd  savings:  over  four  ytais— $840  million; 
1997— $250  miUion. 

HHS/EUmimme  $UM  tmnUtg  frndtity  rttum  #m  equity  ptymemtM,  The 

proposal  would  eliminate  the  Medicare  payment  policy  that  pays  proprietary 
sldlled  nuning  &cilities  (SNFs)  a  return  00  equity  (ROE)  invested  in  tbe  SNF. 
Medicare  should  pay  for  services  rendered  to  beoeficiaties;  it  riiould  not 
subsidize  private  mvestmeol  Estimated  savings:  over  fcur  years— $560  millioo; 
1997— $160  million. 

HHS/Uwtr  IME  to  5,$S  pertemL  This  proposal  would  graduaUy  lower  the 
Medicare  indiiect  medical  education  (IME)  from  7.7  pereeot  to  5.65  percent  for 
each  .1  increase  in  the  intern  and  resident  to  be  a  rstio  (IRB  nrtio).  Teaching 
hospitals  currently  receive  an  additional  7.7  percent  payment  to  the  Medicare 
DRG  payment  for  each  .1  increase  in  their  IRB  ratio,  above  their  base  year 
levels.  The  adjustment  is  intended  to  compensate  these  hospitals  for  the  higiher 
costs  of  delivering  care  incuned  by  inexperienced  residents.  In  addition, 
teachmg  hospitals  tend  to  have  sicker  case  mixes  than  non-teaching  hospitals. 
The  General  Accounting  Office  (GAO)  and  the  Prospective  Payment  Aiacssroent 
Commission  (ProPAC)  teve  both  found  that  the  7.7  pereent  adjustment 
overcompensates  teaching  bospttsls  for  these  costs  and  have  recommended  that 
the  adjustment  be  reduced.  ProPAC  has  recommended  setting  the  ac^uatment  at 
5.4  percent  Lowering  the  IME  ac^ustment  would  also  encoursge  teaching 
hospitals  to  instill  within  their  residents  more  cost-effective  pattens  of  care  at  an 
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eaily  stage  in  the  residency.  Estimated  savings:  over  four  years— SI. 94  billioo; 
1997— $1.4  billion. 

HHS/ftnmumafy  exumd  2  perctht  lnhoT9»ory  fte  updt$e.  This  proposal  would 
extend  ^  2  percent  annual  i^Klate  oi  Medicare  reimbursement  rates  for  clinical 
laboratoiy  services.  OBRA  90  establi?  iied  a  2  percent  update  through  the  end  of 
1993»  after  which  labonUory  fees  would  be  iq>dated  by  the  urban  component  of 
the  Consumer  Price  Index  (CPMJ),  jpproximatdy  3.S  percent  annually.  There  is 
no  evidence,  however,  to  indicate  tiat  laboratory  costs  are  increasing  by  the  rate 
of  mflation.  Medicare  payments  lo  laboratories  should  more  closely  reflect 
decreasing  costs  due  to  techt>clc^cal  advances,  such  as  increased  automation, 
and  changes  in  the  market,  such  as  lower-cost  equipment  Medicare  payments  to 
labofatories  are  already  excessive.  An  OIG  study  found  that  Medicare  paid 
laboratories  90  percent  more  tiian  physicians  paid  for  the  same  tests.  Moreover, 
a  GAO  study  indicated  that  laboratories  use  higher  profits  from  Medicare  to 
subsidize  discounts  to  other,  private  payers.  Estimated  savings:  over  four 
year»— $740  million;  1997— $380  million. 

HHS/ProvUe  iiuentive  to  enamntge  sabmisshm  of  clmims  via  eUctronic 
fommL  In  total.  Medicare  Fait  B  outlays  were  projected  to  be  $59.8  billion  in 
1993.  The  proposal  would  save  0.1  percent  of  ^  1994-^8  Medicare  Part  B 
baseline.  The  proposal  would  encourage  physicians  and  other  Part  B  providers  to 
submit  claims  via  the  more  administratively  efficient  electronic  format  by 
charging  ]Aysicians  and  other  providers  $1  for  each  paper  claim  filed,  llie 
proposal  would  not  take  effect  imtil  January  1,  1996,  to  give  providers  lead  time 
to  adjust  their  filing  systenu.  Estimated  savings:  over  four  years — ^$265  million; 
1997— $175  mUUoa 

HHS/MeMcmrt  SocotUkuy  Payer  (MSP)  reforms.  The  MSP  requirements 
currently  vary  dtptOfSing  \ipcm  the  categoty  of  enrollee.  This  proposal  would 
create  a  consistent  MSP  threshold  for  the  aged,  disabled,  and  end  stage  renal 
disease  (ESRD)  patients — all  employers  of  20  or  more  would  be  primary  payers. 
Current  law  already  requires  that  Medicare  enrollees  with  employer-based  health 
insuraiKC  use  their  private  health  insurance  before  drawing  upon  ^ir  Medicare 
policies.  This  applies  more  consistent  standards  and  more  efficient  enforcement 
of  these  provisions  to  save  Medicare  costs.  Estinutted  savings  are  $947  million 
for  1994  through  1997;  and  $305  million  in  1997. 

HHS/Pomumatdy  exiend  reductiom  of  payments  for  hospital  omtpatUnt 
services  by  5,S  percent  OBRA  1990  reduced  Medicare  reimbuTKment  for 
hospital  ouQMUient  department  (OPD)  reasonable  costs  by  5.8  percent  throu^ 
1995.  This  proposal  would  extend  that  provision  permartently.  Depending  on  the 
service,  OPDs  are  paid  based  upon  varying  formulas,  some  of  which  take  into 
account  die  OPDs*  reasonable  costs.  The  overall  reduction  to  OPDs  would  be 
much  less  than  5.8  percent,  because  less  than  half  of  Medicare  reimbursement  is 
based  on  reasonable  costs.  Because  boq;)ital  inpatient  reimbursement  rates  are 
constrair^  by  DRGs,  hospitals  have  ^fied  services  and  costs  to  the  outpatient 
setting.  As  a  result,  outpatient  services  are  one  of  the  fastest  growing 
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components  of  the  Medicate  program,  rising  by  an  average  of  17  percent  per 
year  in  the  1980s.  Legislators  approved  a  5.8  percent  reduction  in  OBRA  1990 
in  an  attempt  to  counter  this  rapid  growth.  If  this  provision  is  allowed  to  expire, 
outpatient  costs,  which  continue  to  grow  in  the  double-digits,  will  start  growing 
even  Aster.  Support  for  this  proposal  is  well-established  through  previously 
approved  legislation.  Estimated  savings  are  $950  million  for  1994  through  1997; 
and  $525  million  in  1997. 

HHS/Reduce  kospitml  outptiemt  tUpmrtmemt  r^MbmntmaU  by  mn  Mitionti 
4,2  percent  In  total.  Medicare  Part  B  outlays  were  projected  to  be  $59.8  billion 
in  1993.  The  proposal  would  save  0.5  percent  of  the  1994-98  outpatient  services 
base.  Currently,  Medicare  reimbursement  for  outpatient  services  is  based  in  part 
on  the  OPD's  reasonable  costs  minus  5.8  percent,  while  reimbursement  for 
outpatient  capital  costs  is  reduced  by  10  percent  This  proposal  would  reduce 
reimbursemenl^or  OPD  services  by  an  additional  4.2  percent  beginning  in  1996, 
to  a  10  percent  reduction.  This  would  make  payment  for  both  categories 
consistent  by  reimbursing  both  at  90  percent  of  costs.  Estimated  savings:  over 
four  years— $690  million;  1997— $375  million. 

HHS/BoH  pkyskimn  self-referrmU.  A  Physicians  may  not  refer  a  Medicare  or 
Medicaid  patient  to  a  clinical  laboratory  in  which  the  physician  or  the 
physician's  relatives  have  a  finaiKial  interest  Sevcnd  exceptions  arc  specified  in 
statute.  This  propo«ial  would  extend  ownership  and  referral  prohibitions  to 
additional  services,  such  as  physical  and  occupational  thenpy,  durable  medical 
equipment,  and  parenteral/enteral  nutrition  equipment  and  supplies.  Estimated 
savings:  over  four  years — $250  million;  1997 — $100  million. 

HHS/Set  EFO  at  ncn-VS,  market  rates.  The  proposal  would  reduce  the 
amount  Medicare  pays  for  erythropoietin  (EPO)  from  $1 1  per  1,000  units  to  $10 
per  1 ,000  units.  EPO  is  the  drug  used  by  patients  suffering  from  kidney  failure, 
to  counter  anemia  by  increasing  the  body's  production  of  red  blood  cells. 
Medicare  is  virtually  the  sole  purchaser  of  EPO  and  should  exercise  its  market 
power  to  pay  reasonable  costs  while  maintaining  access  for  all  Medicare 
bcneficianes.  Estimated  1997  savings  are  $50  million.  Estimated  savings 
1994-1997— $160  million;  savings  for  I994-199ft--$210  million. 

HHS/Resource-based  practice  expense  phase-in.  This  proposal  is  an  interim 
step  toward  a  resource-based  system  for  practice  expenses.  It  would  reduce 
practice  expenses  in  relation  to  the  relative  value  work  units  by  one-half  of  the 
difference  between  practice  expense  and  physician  woric  relative  value  units, 
rent  no  lower  than  1 10  percent  Phase-in  to  a  resource-based  system  for  practice 
or  overvalued  expenses  under  the  physician  fee  schedule  would  begin  in  1997. 
The  recently  implemented  physician  payment  refonn  system  divided  payment 
into  three  distinct  conYX)nents— overhead,  work,  and  malpractice  expenses.  The 
work  component  is  based  on  an  extensively-researched  relative  value  system, 
developed  in  1991.  The  existing  pnctke  expense  component  is  based  upon  an 
obsolete  fee  schedule  and  bears  i>o  relationship  to  the  refonned  work  component 
of  the  fee  schedule.  This  proposal  would  only  reduce  the  practice  component  in 
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extreme  intunces — wfaeti  it  exceeds  the  value  of  the  work  component  More 
con^Nchennve  reform  of  the  practice  component  is  expected  to  take  leveral 
yean  to  develop.  Dm  propoaal  provides  a  simple,  intennediaie  step  to  address 
inunediately  the  most  egregious  inequities  in  the  reimbursement  firamewoik. 
Estimated  1997  savings— $875  million.  Estimated  savings  1994-1997—52,025 
million;  savings  for  1994-1998— $2,975  million. 

HHS/Fmy  hMpUab  for  jmptAtnt  j^rvictt  by  hp^hml-huui  pkyskitms.  Include 
payment  for  radiology,  anesthesia,  and  paAology  (RAP)  services  as  an  add-on  to 
the  hospital  DRG  payment  Separate  billing  by  physicians  for  diese  tervices 
would  not  be  allowed.  Quality  of  care  wouki  be  improved  and  unnecessaxy 
utilization  woukl  be  minimized.  Estimated  1997  savings  are  $160  million; 
1994^1997— $390  millkm. 

HHS/SiMiie  fee  fer  surgefy.  The  fee  paid  to  a  primary  surgeon  would  be 
reduced  by  the  amount  paid  to  asststants-at-suigery.  HHS  would  establish 
exceptions  by  regulation  in  wbkh  the  difficulty  of  the  procedure  cr  the  condition 
of  the  patient  necessitated  the  use  of  physicians  as  assistants-at-suxgety.  Whether 
assistants  are  used  and  what  type  of  personnel  are  used  are  primarily  dependent 
on  geogr^)hic  practice  patterns  and  the  practice  styles  of  individual  surgeons, 
rather  than  on  characteristics  related  to  the  specifk  patient  and  the  surgery 
performed.  Evidence  does  not  show  that  quality  of  care  wouki  be  jeopardized. 
Estimated  1997  savicgs  U  $120  milhon;  1994-1997— $380  millkm. 

HHS/DmrMe  Meckel  EpUpmemt  (DMB)  cpticms—Set  DMB  ei  merket  ieveb. 

Initially,  fee  schedules  for  DM£  would  be  adjusted  downward  with  an  upper 
limit  based  vpotx  the  median  DME  fee  schedule,  rather  than  the  national  avenge. 
The  fee  schedule  for  prosthetics  and  orthotics  would  also  be  recomputeri  with  a 
natk»al  median  c$ip.  The  HHS  Secretary  would  be  authorized  to  adjust  DME 
ntes  based  upon  maiket  factors,  including  surveys  of  what  other  providen,  such 
as  the  VA,  DoD  and  the  private  sector,  pay  for  DME.  The  Secretuy  also  would 
be  authorized  to  initiate  competitive  bidding  programs  for  VME  supplies  where 
appropriate.  Granting  broader  HHS  discretion  would  allow  adjustments  to  be 
made  to  reflect  changes  in  technology,  utilization  patterns  and  other  market 
factors.  Estimated  savings  are  $510  millkMi  for  1994-97;  and  $160  millkm  in 


HHS/Dirtei  mudkel  eduaOion,  This  proposal  would  base  Medicare  direct 
medical  education  payments  on  a  national  per  resklcnt  amount  derived  solely 
from  the  average  of  salaries  paid  to  residents.  Direct  medical  education 
payments  would  reflect  differential  weighing  of  the  national  avenge  resident 
salary,  based  on  the  specialty  area  a  resklent  is  pursuing  and  the  length  of  the 
residency.  A  resident  in  a  primary  care  specialty  would  be  weighted  at  240 
percent,  a  non-primary  care  resident  in  the  initial  residency  period  would  be 
weighted  at  140  percent,  and  a  non-primary  care  resident  beyond  the  initial 
residency  period  would  be  weighted  at  100  percent  The  aversge  weight  woukl 
be  175  percent  of  the  natkmal  average  resklcnt  salary,  down  from  the  avenge 


1997. 


264 


Wkat  We  Mwt  Now  !>• 


weight  of  about  215  perceot  under  current  law.  Estimated  savings:  over  four 
years— $1.4  bUlioii;  1997— S330  miUioo. 

HUS/Set  Utbonaory  me$  at  mmrket  lnw£s.  The  proposal  initially  would  limit 
the  Medicare  l^ut  B  labocitoiy  fee  schedule  to  76  percent  of  the  median  of  all 
fees  (as  opposed  to  current  maximum  of  88  percent).  Later,  ba5ed  on  market 
surveys,  the  Secretary  of  HHS  would  adjust  Medicare  payment  rates  to 
laboratories  to  account  for  technologica]  changes  or  other  market  factors.  This 
proposal  would  address  excessive  Medicare  payments  for  laboratory  tests.  An 
OlG  study  fouTKi  that  Medicare  paid  labontories  90  percent  more  than 
physicians  paid  for  the  same  tests.  Moreover,  a  GAO  study  indicated  that 
laboratories  use  higher  profits  from  Medicare  to  subsidize  discounts  to  private 
payers.  In  addition,  the  proposal  would  control  growth  in  Medicare  Part  B 
laboratory  payments,  which  more  than  doubled  from  1985  to  1990.  Estimaied 
savings:  over  four  years — $3.1  biUioo;  1997 — $1.1  billion. 

HHS/Reiuct  defmuit  Medicmrt  robume  perfonmsmce  Tttmiard  mnd  tfpdmtt.  The 

effect  of  this  proposal  is  to  reduce  the  amount  of  irtcreascs  in  physician  fees  in 
future  years.  This  proposal  would  reduce  the  Medicare  volume  performance 
standard  (MVPS)  default  formula  and  the  default  update  for  Medicare  payments 
to  physicians.  These  two  fiM^tors  determine  anrmal  aggr^aie  physician  payment 
levels.  Estimated  savings:  over  four  yean— $850  millioa;  1997— $650  million. 

HHS/Permsnmtfy  extend  three  current  MeScmre  Secondmry  Tmyer  (MSt) 
pKifisioms,  The  proposal  would  extend  three  OBRA  *90  Medicare  Secondary 
Payer  provisions  due  to  expite  at  the  end  of  1995  inchiding:  (1)  1862(b)  of  the 
Social  Security  Act  authorizing  MSP  for  disabled  active  individuals  with 
employer  groiq>  bealdi  plan  (EGHP)  coverage;  (2)  1826(c)  of  the  Social  Security 
Act  amended  by  OBRA  *90  authorizing  MSP  for  individuals  with  ESRD  after 
18  months  (expimded  from  12  months);  and  (3)  8051  of  OBRA  '90  authorizing 
an  IRS/SSA  data  match  for  MSP.  The  data  match  authorizes  access  to  tax  data  to 
identify  the  existence  of  EGHP  for  MSP  purpoaes.  Fftimatcd  savings  over  four 
years— $1,845  billion;  1997  savings— $1,115  biUion. 

HHS/Fmt  hoifMs  om  cedmdmr  ytv  mpdme.  Medicare  payments  to  hospitals 
for  iopiatieot  care  are  updated  October  1  of  each  year.  Mo«t  odier  Medicare 
services  are  updated  January  1  or  July  1.  This  propoal  would  move  the  hospital 
update  to  January  1.  Estimated  savings:  over  four  years— $4.6  billion;  1997  $1.3 
btUion. 

HHS/FuUy  incrtmae  pritmuy  cmrt  fe€s;  modestfy  imcrtrnte  d^cUr  fees  in  1994. 

The  proposal  would  i^xiate  in  full  the  physician  fee  schedule  in  CY  1994  for 
primary  care  services  only.  For  all  other  physician  services,  the  update  would  be 
two  percentage  points  than  the  full  update.  Estimated  savings:  over  four 
years-41.3  billion;  in  1997— $400  miUion. 

HHS/Redmce  Medkmrt  kospM  update  merket  hmket  by  1  pereemt  in  1994 

end  1  percent  in  1995.  This  proposal  would  extefkd  the  current  law  practice  of 
PPS  updates  of  less  than  the  hospital  market  basket  index  (HMBI).  The  1993 
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update  of  the  PPS  standardized  amount  is  set  at  the  HMBI  minus  1.5S  percent 
for  urban  hospitals  and  HMBI  minus  0.S5  percent  for  ninU  hospitals,  as  set  in 
OBRA  1990.  Under  current  law,  the  update  for  urban  hospitals  will  equal  the 
market  basket  rate  of  increase  in  1994  and  199S.  For  ratal  hospitals  the  update 
is  set  at  market  basket  plus  l.S  percent  for  1994  and  the  HMBI  plus  an 
adjustment  needed  to  match  the  urban  rate  in  1995.  Estimated  savings:  over  four 
years— $5.19  billion;  1997-~$1.7  billion. 

HHS  mnd  othen:  Tkinl  party  IkbUity—eHkamced  UemttficMtkm  of  other  health 
coverage.  Federal  and  State  taxpayers  spend  over  $1.5  billioo  a  year  for  health 
care  that  should  be  paid  for  by  others.  Inappropriate  payments  have  been 
identified  in  most  federally-assisted  or  financed  health  programs  including: 
Medicare.  Medicaid,  Veterans  Affairs  Health,  CHAMPUS/DOD  Direct  Care,  and 
the  Indian  Health  Service.  This  proposal  removes  many  of  the  structural 
impediments  hindering  proper  identification  and  billing  of  third  party  liability 
(TPL)  by:  (1)  requiring  employers  to  report  employment  based  health  coverage 
dau  annually  on  the  W-2;  (2)  granting  access  to  this  daU  to  all  federally-assisted 
and  financed  health  programs;  (3)  reinforcing  existing  coordination  of  benefits 
(which  payer  pays  t  nd  in  what  order)  laws  and  regulations;  and  (4)  removing 
impediments  that  hinder  states  from  collecting  from  private  insurera.  Rather  than 
the  current  *pay  and  chase*  procedures  where  federal  programs  pay  first  and 
chase  payers  afterwards,  this  proposal  focusser  on  avoiding  erroneous  payments 
by  identifying  the  appropriate  coverage  before  payment 

HHS/TighUm  estau  recovery/trmnsfer  of  assets  ruUx  Total  Federal  Medicaid 
outlays  for  1993  are  projected  to  be  $80.3  billion.  This  proposal  would  save 
approximately  0.1  percent  of  the  1994-98  Medicaid  baseline.  This  proposal 
would  strengthen  transfer-of-asset  rules  to  restrict  further  the  diverting  of 
property  to  qualify  for  Medicaid  In  addition,  the  Federal  government  would 
require  States  to  operate  estate  recovery  programs  and  would  enhance  States* 
abilities  to  implement  these  programs.  Estimated  savings:  over  four  years — ^$395 
million;  1997— $155  million. 

HHS/Remove  prohtbUiom  oh  State  use  of  ^Intg  formmiaries.  This  proposal 
wouM  repeal  the  OBRA  1990  statutory  provisions  that  prohibit  States  from 
using  formularies.  Before  OBRA  1990.  States  were  alk>wed  to  limit  the  number 
of  drugs  listed  on  their  formularies,  e.g..  States  coukl  cover  only  the  generic 
alternative  of  a  multiple-source  drug.  The  OBRA  1990  formulary  restriction 
resulted  in  increased  expenditures  for  States  and  the  Federal  government. 
Estimated  savings:  over  four  years — $70  million;  1997 — ^$25  million. 

HHS/EUmiMOte  mamdatory  MetUcaid  personal  care.  This  proposal  would 
ensure  that  personal  care  remains  an  optional  benefit  afler  1994.  The  Medicaid 
statute  requires  States  to  cover  home  health  senrices  for  all  individuals  who  are 
eligible  for  nursing  home  senrices.  Currently,  States  also  btve  the  option  to  pay 
for  personal  care  services  to  these  irtdividuais.  Due  to  a  legislative  dnfting  error, 
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OBRA-90  designated  peraooal  care  as  a  borne  healA  service.  Therefore, 
coverage  of  peraooal  care  services  would  become  maodatoiy  for  all  States  in 
1995,  if  Omgftu  does  not  amend  the  statute.  In  an  era  of  incteasing  fiscal 
pcessures  and  growing  Medicaid  q)ending,  Congrett  should  avoid  imposing 
additional  mandates  upon  -State  Medicaid  prognuns.  Moreovei;  maintaining 
persona]  care  as  an  optional  service  would  aUow  States  continued  flexibility  in 
designing  and  administering  Medicaid  long-term  care  strategies.  Estimated 
savings:  for  four  years— $4.1  billion;  1997--S13  biUioa. 


For  deficit  reduction  to  succeed,  all  gro<q>s  must  contribute.  Only  if  there  is  a 
sharing  of  the  load  can  the  entire  countiy  be  sure  that  everyone  is  participating. 

Social  Stcurity/Comform  UomticM  of  bemtfUs  to  prhnUe  pensions.  Up  to  50 

percent  of  Social  Security  and  Railroad  Retirement  (Tier  I)  benefits  are  currently 
included  in  taxable  income  for  those  recipients  with  income  and  benefits 
exceeding  $25,000  for  individuals,  and  $32,000  for  couples.  The  Administration 
proposes  including  up  to  85  percent  of  benefits  in  adjusted  gross  income,  for 
those  with  income  and  benefits  exceeding  the  current  $25,000/$32,000 
thresholds.  This  would  move  the  treatment  of  Social  Security  and  Raibx)ad 
Retirement  Tier  I  benefits  toward  that  of  private  pensions.  Under  current  law, 
pension  benefits  that  exceed  an  employee's  afler-tax  contributions  to  qualified 
pension  plans  are  subject  to  tax  at  distribution.  Extending  this  approach  to  Social 
Security  would  mean  including  at  least  85  percent  of  benefits  in  taxable  income 
for  nearly  all  recipients.  However,  maintaining  the  existing  income  thresholds 
protects  most  low-  and  middle-income  beneficiaries  fipom  benefit  taxation. 

HHS/Strengthening  child  support  enforcement.  Of  the  over  10  million  women 
living  alone  with  their  children,  only  half  have  child  support  orders  and  only 
half  of  those  women  receive  fiill  payment  Child  support  enforcement  will  be 
strengthened  by  streamlining  paternity  establishment;  u»Ing  the  IRS  to  collect 
seriously  delinquent  child  support;  rruking  sure  that  absent  parents  who  can  pay 
child  support  do;  setting  up  a  national  registry  to  track  down  deadbeat  parents; 
requiring  employees  to  report  child  support  obligations  on  IRS  W-4  forms;  aiKi 
improving  medical  support  for  children.  Better  child  support  enforcement  will 
ensure  both  parents*  responsibility  for  the  well  being  of  their  children  and 
decrease  the  burden  of  welfare  on  the  taxpayer.  Estimated  Savings:  over  four 
ycars^328  million;  1997— $109  inillion.. 

HHS/Equate  mutching  rates  for  welfare  programs.  Currently,  States  are 
reimbursed  by  the  Federal  Government  at  different  rates  for  the  various  costs  of 
administering  Aid  to  Families  with  Dependent  Children  (AFDC),  Food  Stamps, 
and  Medicaid.  The  Administration  proposes  to  set  the  Federal  reimbursement 
rate  at  a  imiform  50  percent  for  all  administrative  costs  of  each  of  these  three 
programs.  There  will  be  waivers  for  some  States,  in  hardship  cases.  Estimated 
savings:  over  four  years — $1.8  billion;  1997 — ^$600  million. 
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OPM/End  lump-sum  htnefU  retbrememt  The  lump-sum  retirement  option 
allows  Federal  civilian  employees  to  elect  upon  retirement  to  receive  a  lump 
sum  roughly  equal  to  employee  contributions  in  exchange  for  a  reduced  annuity 
for  life.  The  Ommbus  Budget  Recoociliatioo  Act  suspended  the  lump  sum  for  5 
years,  through  1995,  for  all  employees  except  those  who  are  critically  ill, 
involuntarily  separated  or  activated  for  Desert  Shield/Storm.  This  proposal 
would  eliminate  the  lump  sum  for  all  employees  retiring  on  or  after  October  I, 
1995.  Estimated  1994-97  savings:  $5.1  billion.  Estimated  1997  savings:  $3 
billion. 

Vetenms  Affairs/PermoMmiiy  extend  mediaU  care  cost  recovery.  The  VA 
operates  a  nationwide  health  care  delivery  system  for  our  nation's  veterans.  This 
proposal  would  make  pcraianent  VA's  authority  to  collect  the  cost  of  medical 
care  from  health  insurers  of  veterans  with  service-connected  (military  related) 
disabilities  when  the  care  is  provided  for  non-service-connected  conditions.  This 
proposal  would  hold  private  health  insurance  companies  responsible  for  the  costs 
of  their  beneficiaries'  care.  VA  already  has  pemianent  authorization  to  collect 
costs  from  insurers  of  veterans  without  service-connected  conditions.  Estimated 
savings:  over  four  years— $1.2  billion;  1997— $407  million. 

Veterans  Affairs/PermaneHtly  extend  prescription  charge/copayment.  The  VA 

operates  a  nationwide  health  care  delivery  system  for  our  nation's  veterans.  This 
proposal  would  make  permanent  VA's  authority  to  collect  from  most  veterans  a 
$2  copayment  for  each  30-day  supply  of  outpatient  prescription  drugs  that  is  not 
related  to  treatment  of  a  service-connected  (military  related)  disabiUty.  Cost 
sharing  encourages  more  appropriate  utilization  of  prescription  drugs.  This 
proposal  has  been  enacted  three  times  by  the  Congress  (currently  through  1 997). 
Estimated  savings  in  1998— $42  million. 
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The  Role  of  HeaMi  Care  Costs 

Even  the  mort  fiivorabic  scenario*  for  economic  growth  under  our  plin  ktve 
unfinished  business,  however.  The  budget  toUls  conceal  n^idly  rising  health 
care  spending  thst  thxeatem  to  bankrupt  our  national  treasury. 
Recently,  heahfa  care  costs  have  accounted  for  almost  half  of  the  increase  in 
Federal  spending;  if  we  do  nothing,  by  decade's  end  one  in  evciy  four  Federal 
dollars  will  go  to  providing  heaWi  care.  Relentlessly  rising  costs  will  continue  to 
stunt  long-term  economic  growth— and  terrorize  American  families— unkss  and 
until  we  achieve  fimdamental  change. 

Later  this  spring  we  will  deliver  to  the  Congress  a  comprehensive  plan  for 
change.  Tliat  plan  will  control  heahfa  care  costs  and  will  provide  security  to 
families,  so  tiiat  they  cannot  be  denied  Ae  coverage  tbey  need.  It  will  root  out 
fraud  and  outrageous  charges,  and  make  sure  that  papcrworic  no  longer  chokes 
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consumers  or  doctors.  And  it  will  miiotain  American  standards — the  highest 
quality  medical  care  in  the  world,  and  the  choices  we  all  deserve. 
Our  health  care  plan  will  bring  costs  under  control.  And  while  the  savings  we 
achieve  will  go  mostly  to  the  private  sector,  taxpayers  will  benefit  as  well. 
Federal  funds  will  be  freed  for  investments  in  education,  training,  and  the 
technologies  of  tomorrow. 

That  refomi  will  control  the  growth  of  Medicare  and  Medicaid  spending  in  the 
long  term,  and  thereby  supplement  the  deficit  reduction  in  this  economic 
program.  If  the  growth  of  Federal  health  care  costs  can  be  limited  to  the  rate  of 
growth  of  the  population,  plus  the  rate  of  inflation,  plus  two  percent,  the  deficit 
will  decline  in  dollar  terms  and  as  a  percenUge  of  the  GDP  (Charts  4-1  and 
4-2);  and  the  increase  in  the  ratio  of  the  national  debt  to  the  GDP  of  the  1980s 
will  be  reversed  (Chart  4-3). 

Enactment  of  the  economic  plan  and  health  care  refomi  together  will  reverse  the 
failures  of  the  1980s,  and  put  the  economy  on  a  sound  footing  for  the  next 
century.  It  will  reduce  the  threat  of  fmancial  instability  posed  by  a  national  debt 
rising  faster  than  our  income.  It  will  stop  sending  the  signal  to  the  rest  of  the 
industrialized  world  that  our  economic  policy  is  out  of  control.  Most  important, 
it  will  add  to  the  prosperity  and  security  of  the  American  people  and  allow  us  to 
compete  more  effectively  in  the  global  economy. 


Conclusion:  A  Vision  of  Change  for  America 

Throughout  our  history,  at  every  critical  moment,  Americans  have  summoned 
the  courage  to  change,  to  adapt  our  nation's  policies  and  institutions  to  changing 
problems  and  a  changing  world  Once  again  we  face  such  a  challenge.  Now  we 
must  change  our  course. 

We  need  a  change  to  restore  what  makes  America  great:  a  vision  of  economic 
and  political  freedom;  of  the  rewards  of  hard  work  and  initiative;  of  a 
fundamental  sense  of  fairness,  of  our  families  and  our  communities  as 
foundations  of  our  strength;  and  of  every  generation's  obligation  to  create  a 
better  life  for  those  that  follow. 

The  plan  we  present  invests  in  our  people  ai^  promises  an  America  where  a 
growing  economy  produces  rising  living  standards  and  high-wage,  high-skill 
jobs.  It  rewards  hard  work  and  restores  fairness,  providing  opportunity  in  return 
for  responsibility.  It  ends  twelve  years  of  government  that  served  only  the 
privileged  and  returns  that  government  to  its  rightful  owners:  the  American 
people. 

Here  in  Washington,  the  powerful  special  interests  arc  already  doing  their  best 
to  suffocate  change.  They  oppose  it  because  they  profit  from  the  status  quo. 
They  refuse  to  listen  to  the  American  people's  call  for  change. 
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It  if  our  reqxmbiUty  to  aacwcr  tfatt  caU  od  rettoce  hope  to  our  people.  The 
vokxt  of  ooovcatkaMl  wiMkim  wm  fim  wfai^ 

be  dow.  But  we  mM  fumnoo  tiK  wudom  aad  coun«e  to  leject  cooveatkn 
and  cotoce  the  new  directioo  Ifaift  we  htve  needed  for  to  kng. 


lit 


274 


272 


The  Tuk  RMMlAlBf 


Chart  4-3.  FEDERAL  DEBT  FROJECTIONS 1993  >  2M3 
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Ooipa  o(  B^^naart-. 


1997 


1M4 

1996 

1996 

1997 

1996 

Totol 

-31 

-73 

-95 

-109 

-116 

-306 

203 

662 

625 

636 

610 

2.126 

-56 

-113 

-116 

-116 

-121 

-405 

-60 

-» 

-261 

-244 

-250 

-644 

-ao 

-32 

-37 

-40 

-43 

-129 

-7 

-64 

-152 

-257 

-341 

-500 

-23 

-92 

-136 

-133 

-66 

-366 

-SM 

-731 

-943 

-1.563 

-20 

-34 

-46 

-54 

-107 

-3 

-106 

-146 

-153 

-2 

-2 

-2 

-6 

-4 

-10 

-10 

-32 

-0 

-14 

-111 
-111 

-190 

-12 

-30 

-60 

-92 

-124 

-194 

-i;»1 

-1W 

-2.2S1 

-2.741 

-2.965 

-6.346 

-932 

-2.160 

-2^ 

-2.509 

-2.591 

-7.927 

-1^ 

-2.169 

-3,462 

-3^ 

-7.699 

-156 

-3W) 

-369 

-363 

-396 

-i;236 

-7^11 

-10.271 

-13.227 

-14.619 

-35.012 

-36 

-76 

-96 

-117 

-139 

-327 

-70 

-316 

-466 

-620 

-756 

-1.464 

-1 

-3 

-7 

-12 

-11 

-m 

-600 

-«32 

-1,166 

-1.512 

-2J69 

-1(H 

-266 

-443 

-621 

'622 

-1^ 

-25 

-19 

-36 

-56 

-73 

-136 

-2 

-52 

-106 

-161 

-216 

-320 

-10 

-25 

-33 

-44 

-54 

-112 

-» 

-52 

-63 

-66 

-73 

-216 

-1 

-3 

-6 

-10 

-10 

-13 

-34 

-56 

-77 

-99 

-160 

-10 

-36 

-70 

-103 

-137 

-221 

-100 

-170 

-230 

-287 

-262 

-717 

-604 

-1S61 

-2.466 

-3.315 

-<196 

-7.926 

124 


277 


TABLE  2.  NO»H)EFENSE  MCRETONARY  PROG«AM  SAVMQft-ConlimMd 
(Oultayv  In  mfltoM  of  Mr^ 

1W4- 
1907 


1094 

1966 

1906 

1907 

1906 

Totll 

TICHMCAL  ADJUSTWfTl 

AQrtouhm.  .    

-9 

-10 

-10 

-10 

-11 

-30 

-30 

-11 

6 

53 

257 

17 

CduoMon  

66 

122 

131 

135 

134 

454 

En^W- —   .  ^ —  

214 

-36 

-144 

179 

HmMi  end  Hunwfi  StfvloM.»»».».— •—•••>••••...................»>.......,.. 

iMMfec 

-106 

-f1 

-74 

-61 

-46 

-331 

Mtan  Und  and  \AM  Rights  CWm  SMfwntnis  

200 

aoo 

aoo 

200 

200 

600 

2 

0 

-4 

-6 

-10 

-10 

Ubor 

41 

66 

66 

72 

76 

233 

130 

133 

126 

119 

143 

506 

-54 

-194 

-286 

-270 

-261 

-783 

160 

106 

147 

79 

117 

501 

TiwpotMiofi  ...... 

104 

122 

127 

nJS 

144 

466 

2» 

20 

X 

31 

32 

119 

Fmd  nddMonci  IAS  tsx  oomptanos  44lo(tiM._ 

143 

156 

163 

171 

178 

633 

-16 

-60 

-95 

-102 

-104 

-271 

Qanicttl  S#fvtoM  AdnMMrHioo  

-«0 

-60 

-96 

-222 

-323 

-407 

3 

9 

6 

5 

9 

25 

IMS  ApprapriM  to  «w  PirMU««:  kilwiii^^ 

236 

460 

533 

560 

540 

1.616 

OtfMf  AQsnoiss  ......^  ^  

63 

250 

131 

110 

97 

574 

tMimnii,  TMhnlMl  <l#isliwiias  

1.116 

1.196 

^.i:te 

962 

1.006 

4,416 

TOTAL,  •«  cBhioriis  

-4.476 

-10.193 

-16.406 

-20:216 

-23.010 

-50.296 

125 
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TABL£  3.  raOPOKD  CHANGES  TO  MANDATORY  PflOORAHS 


1907 

19M      vm      ^m      ^m     iwt  Tom 


eUMMATWO  tUilOM.  CtMMMQ  FCEt  FCM 

PhM*^  ItwratMd  Wand  VMtfwiy  uMT  fiM  — 
In  ami  grcing  Imk  AgriotAura  DtpMMnt — 
Incf It!  y*!  *— r  imwtof  Ptpurwnt  

iKfMMtMfwiORfMKCofptof  EnginMn  

InwMM  rwmon  ftM:  iMtrior  DtfMrtmtnt  

inorMM  numHw  fM«:  Agrioufc«  Dipartntrt..., 
hardi 

ninQt 
tolfi 

Bitoir^imb«rMiM(IOMOf  raoiipli)  

amlnil»«ubitfMtohoiwypraduom   

T«gtt  CCC  MbttfM  to  iMim  vMt  oi4vin  InopntM 

b«tow  $100,000    

Incrmi  iimi  iH>li  wwwnl  acw  (>»!•  »i»  tuning 

Ombwii  oiitt  iml  SOUK  (PAY/K)  pittgtmm  ttortng  In 

im    -  —  

»r«vMM  MMMfMfito  on -!ie(Hiragram*  crap*  MtflnQ  In 

19M     

UmR  paymtmt  on  wool  anl  motwtr  to  $60  tteuMrai  por 

ifnotfon  praQnvn  wk  1$93 

Co<Twn<fc<  ond  Housing  CwA 
A— o>  wiiinann  to—  tor  !>!■*■  chifliwrt.  fD<CMn»g>d 

b«nha^  «  ^      

iTNMuto  CoMwnodlQf  Fijiurao  Tfadng  CommiMion 

pi  oomlng  hm  (mtnm)    —  

Inormi  atcurttoo  md  Bichongo  Cumrotoiicn  wpHtiion 
l9m{wmm)  


-36 

-115 

-2 

-5 

-4 

-« 

-10 

-10 

-1$ 

-18 

-29 

-34 

-10 

-11 

-90 

-90 

-63 

-10 

-2S 

-40 

3i 

49 

-12 

-10 

-75 

-11$ 

-10 
-52 

-2S6 
-56 


tooTMo*  itginiiim  tot  on  gonofH  mmon  atoiA   -19  -31 

PtnMMrt^  9ittt^  Mnnogo  toM  -  —  ••  

"  CmifUto  ptymowl  d  outotonang  pcotoi  IrtMii;  FEHB 

ponton-    -  

tnoonto  Socurtly; 

CttMfotootorStotoSSJotMntoMton   -60  -110 


-100 

-100 

-100 

-aoo 

-210 

•490 

•490 

~«20 

-g 

-13 

-19 

-29 

-14 

-22 

-32 

-49 

-10 

-16 

-16 

-45 

-19 

-18 

-72 

-39 

-46 

-60 

-147 

-12 

-13 

-13 

-49 

-90 

-90 

-90 

-320 

-131 

-277 

-277 

-471 

-96 

-96 

-96 

-196 

-43 

•46 

-47 

-170 

69 

59 

59 

202 

-9 

-4 

-3 

-32 

-140 

-140 

-140 

-470 

-$to 

-720 

-720 

-1.090 

-273 

-994 

-940 

-«7 

-460 

-460 

-460 

-900 

-99 

-99 

-99 

-212 

-52 

-52 

-62 

-209 

-275 

-296 

"297 

-1.061 

-90 

-93 

-99 

-236 

-49 

-60 

-52 

-199 

-111 

-115 

-120 

-228 

-44 

-59 

-00 

-151 

"97 

-99 

-70 

-136 

-116 

-118.. 

-349 

-190 

-190 

-190 

-620 

ERIC 


282 
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TABLE  9.  PROPOSED  CHANQES  TO  MANOATORY  PROQRAW-CofilimMd 


1997 
ToM 


Auolion  Ftdtctl  ConwunioMNocv  ConvnlMion  •pvokum., 
•  Iprfi 


  -564 

-374  -\jsa 

«»1  -231 


-679 
-2.0C3 

-231.. 


-fi97-  -1,143 
-S40  -4^ 
  -«3 


9uMeW«  OMmling  MnMtot:  OwginQ  fMo  for 


-5;290      -7j0aO      ^1^961  -14^9 


MAM/UMW  CWeWMMEMT  row  COtT€ITECnVBg«t 
AND  MOULTS 

Agriouihir*: 

Bil(nn  ofop  Intmnov  progrsfn  ttvough  vw-yWd 

(mandalory  Mvfno*)    

ftaionn  oonwnodKy  dtoMlsr  pcj^iwili   . 

nxMlQiov  lnturano9  ooikU(b-~.-~.»-.....^..»~.»...  .->......>....>. 

n^loon  FMtcri  Homing  MminiiMion  kMutmot   

GduuMon,  TivMnQ,  EinpioyiTMiil,  md  SooM  Svn^osK 
fMom  tiudsnt  tocn  prognMn   .... 


htooTO  SMurity: 
Co(«inn  CSftSVFERS  cMi^wvlvw  b«M«li  10*  to 

BftM  CSftflVFERS  aunrfvor  «nnuHtt  on  nduoad  rMtrM 


Hiikwft  1  i$  oonMwMon  ralfo  for  QI BM  tacMflto 
In^plMnint  houiino  0Mnv^flyiTMnt  Ibf  Moond  ind 


Sat  houtino  totn  ftM  at  2%  


-146 

-146 

-146 

-146 

-146 

-664 

-66 

-78 

-61 

-63 

-253 

171 

213 

-378 

-1^ 

-1W 

-1^ 

-90 

-122 

-126 

-131 

-137 

-469 

-5 

-10 

-15 

-20 

-25 

-60 

-36 

-70 

-106 

-140 

-175 

-360 

-66 

-83 

-90 

-99 

-106 

-339 

-17 

-17 

-17 

-17 

-17 

-06 

-25 

-26 

-29 

-31 

-32 

-113 

-153 

-156 

-156 

-157 

-166 

-620 

-300,., 

PannananMy  irtwid  ptnalonfrwdtoii  otw  Inooim 
MffltoMIOft  9vouQ^  InlHnil  R^Mnu#  Ssnrtua........... 


AAnfefilikirilon  o(  Juf9oK 
Mom  U.S.  Cuttomo  omkm^ 


knplMnint  ConvnonvMiMi  o(  Iho  Northom  MortonA  WonCto 


-46 

-321 

-391 

-407 

-19 

-20 

-20 

-21 

-19 

-19 

-19 

-19 

-6 

-7 

-9 

-10 

-197  

-425  -1,170 
-42  


-22 
-19 


-90 

-72 


Shofton  iiMluri^  o(  dotot  MouflM.n 


-12  -31 

-1,934      -2,990      -3,294     -3,919      -AJtU  -11^ 


127 


283 


280 


TABLE  3.  PROPOSED  CHANQES  TO  MANDATOflY 


(Ou««y«ln 


PflOQfUaiS^Coiitfmi^ 


Otttr: 

FTE  cul  cWxo— «nploytr  o(NitotMk)ntr....M  

FTE  cm  iMm»  wyioyt  oonrtwion*  

Ply  wdMcHoo-wlgiid  •oyioy—  oo«itifcu<on»..-  

tncfMM  fwmM  fram  ms  in  oompltno*  «■()(».. 


Subtottl.  Mtntging  Qovarnfnant  for  Cost 


1994 

1996 

1999 

1997 

1996 

lis 

269 

204 

310 

320 

978 

29 

67 

71 

77 

90 

244 

71 

96 

109 

131 

141 

406 

-11 

-74 

-297 

-564 

-«01 

-996 

-1.906 

-3^ 

-4^19 

-9330 

-em 

-17.060 

comthoujnq  HEALTH  CAM  corrs 


M«dMd:  an*^  nwidtlofy  trmHoaU  can  

fttodktid:  llgMtf)  MlM»  MMt  niM  

Mtdto^  nrnnem  preNbMon  on  drug  hanMm.., 


Ply  iMMpM*  •or  infMM  MtvloM  by  hetpWMMtf 


PutHoipHH  oo«c 
Qfadualy  tovinr  indbvct  midioii  iduoaton  rM>  to  5.e6H_ 
S«(ltboralo(yrilM«timrt«Mtov«t»   


S«l  «y«wopoMn  (EPO)  at  no(vU.S.  miilvt  MM  ($10 

1000  unNi}  

Mtdfc^  Mooodwy  payor  (MSP)  rgfonrw  

BMMI*  wM^n  for  hocpM  iMMd  honw  hM«i  aoMxy..... 

Pt)MHn  rMOurc«-MMd  praoiot  mpmm.   

Implinwrt  tlngl*  fM  for  turgtiy  

Ottooum  for  kmnatom... 


IMuo*  hotpM  bMtat  miniM  1%  h  1994 

«idl996   -~ —   

1 10%  c 


-12 

-18 

-21 

-24 

-27 

-76 

-1.190 

-1^ 

-1>40 

-1.790 

^.096 

-25 

-80 

-136 

-156 

-170 

-396 

-10 

-15 

-20 

-25 

-30 

-70 

-90 

-1.000 

-1.140 

-990 

-990 

-110 

-140 

-75 

-125 

-30 

-40 

-127 

-240 

-100 

-200 

-100 

-360 

-50 

-100 

100 

200 

-560 

-1^ 

Pvmwntaiy  iKfond  2%  laboratory  fM  updato  

Pfrnwn9yai«torKllO%cip9iifaduc9on,PrDipac9w 

Paymam  ^^itofit  nauwl  _  

Parmananiy  iKtond  Madfoara  Sacond«y  Payor  (MSP)  for 
iwdMbiad. 


Pannananly  tottorxl  MSP  for  End  Siiga  nml  Oloaaaa 

"  ri9ment».. 


Paimantniy  ORtond  mtomai  Ravonua  SaoAMfSoeW 
Sacui«y  MmMtvaioo/HoaMh  Cara  Finanoino 


Pannananiy  artand  radudfao  of  paymarta  for  hoap^al 

«mpaMai<  aarvfoaa  by  6.9%   

TNrd  pwly  l^ty  TnhMwa  UanWteaion  ol  odtor  haa* 

oovaraga   — 

Uraot  nadtaal  aduoMton  


-ISO 
-340 


-150 

-190 

-190 

-390 

-1.190 

-1W 

-1.420 

-4.610 

-560 

-1.390 

-1.900 

-1.940 

-890 

-1.120 

-1.390 

-3.090 

-150 

-100 

-170 

-590 

-150 

-100 

-176 

-510 

-40 

-60 

-60 

-100 

-275 

-306 

-346 

-947 

-230 

-250 

-290 

-940 

-700 

-875 

-960 

-2.025 

-110 

-120 

-130 

-390 

490 

940 

1.410 

1,790 

-1^ 

-1.700 

-1.990 

-5.190 

-110 

-150 

-170 

-200 

-220 

-390 

-570 

-740 

-300 

-390 

-420 

-980 

-060 

-900 

-1.096 

-1.910 

-36 

-36 

-36 

-70 

-120 

-206 

-196 

^425 

-925 

-900 

-960 

-250 

-400 

-460 

-800 

-340 

-330 

-320 

-i;i90 
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TAStE  3.  PROPOSED  CHANQEt  TO  MANDATORY  PROQRAW-ConliraMtf 


1807 


1S06  nMo  of  piOTiiuHi  ooltoMont  to 
ouHyv  wlh  «  27%  otlng  


-100 

-100 

-100 

-250 

-200 

-«60 

-1.225 

-•60 

-960 

-400 

-425 

-1.260 

-•0 

-176 

-175 

-206 

-*15 

-S76 

-426 

-••0 

1.146 

-3^ 

-6.016 

-3.060      -«.59l     -11J31    -17.204    -21.882  -3M32 


«WP  COWIWWIIPM 


MiAsId:  EqucIs  miicNng  ram  lor  wiSm  pni9nin-~« 
8eaiiiaMia%: 
RcWn  8odii  8#ow1^  ffmilioU  end  !■(  66%  (wwu^^i 


Equcis  iMMMnQ  ram  tor  p 


-lio 

-400 

-440 

-480 

-640 

-1^ 

-Z700 

Hj.WO 

-«.200 

-6.800 

-7.700 

-21/400 

-27 
-40 

-00 
-80 

-112 
-^100 

-108 
-3.032 

-177 
-3,187 

-328 

-300 
-6.132 

-2J27 

-«.180 

-8.842 

-10J21 

-11.704 

-28J60 

-«JI2 

-17;W2 

-30.782 

-41.875 

-47.515 

-88.061 

8HM0MW0UM: 


-2.756      -6.756      -8,700      -7.884     -6.723  -23.084 
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TABLE  4.  STIMULUS  PflOfOSALS-ContliiMMI 
(In  mHofN  d  dolift) 


Autntr 


OtfMrtiMni  ol  HmMi  and  Humtit  S«v(om: 
HMdSMt 


CMdov*  fMdng  (Agriodhirt).. 
M06:Ry«nWM»AoL.   


BuTMu  ol  IndM  AJWtk 

Dtpannani  ol  Labor. 
Surantr  youtt  •mploynwnt  


AmtftaiM   — 


IMtofMiSwvl 
Equd  CniployfTW<  Opportunily  Cumnyation 
StmM\ 

7W 


ICCtMOLOOY  MVCSnffNT* 

National   InaMula  ol  SUndarda  and 

Atfvanead  taohnotejy  prugram...  

NaUMfMng  «^  oonvuing  apploaionB 

f  lafcnai  Ocaanic  ^yp**^ 
AdnMiktfion:  E9ulpmint  M^uiaMon 
f  lafcnai  TalaujiiMiiuiiMioni  and 


600 
50 
300 
200 

600 
56 
300 
200 

425 
48 

236 

152 

7S  .. .  .. 

75 

8    

64  

46  

8 
64 
48 

1.066 

861 

196  ..... 

196 

m 

21 

28 

17 

4 

21 

1.000 
14 

1^ 
14 

660 
9 

340  «... 

340 

5  ..... 

5 

32 
4.000 

32 
4j000 

6 

4.000 

23 

3 

28 

-800 

5:046 

5.046 

3.87S 

368 

371 

15 
9 

IS 
9 

12 
8 

3 

3 

1  .... 

1 

(2^ 
141 

(2,575) 
141 

42 

00  ... 

90 

106 

106 

62 

103 

103 

9.173 

9.152 

5.346 

960 

49 

1.004 

/ 

103 
14 

81 

54 
14 

81 

33 
11 

87 

31 
3 

26 

13   

70 
3 

14  ... 

14 

64 

36 

3 

31 

30  .. 

61 

262 

187 

114 

79 

66 

13    

146 

131 


287 


64-300  0  -93-10 
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TABLE  4.  STIMULUS  PflOPOSALS-^^onliiHMd 
(In  rnWont  of  <tolm) 


19»4  1«6  1«M  1907  1896  1997 
(Xmmf9    ou9i»»    oufcy    oMfcyi    oulyt  aHnw 


Otpwtntnt  of  HmMi  Mid  Human  S«vteM: 
fMttofMl  IrMliMw  of  HmWi: 

HtumoMTQ  and  oompoang  ippica^ont  ^.         9        9  6 
SodW  Saourtty  AdminUmlon: 
ninMry  hmnno*  (Dl)  ftxKmHrQ   302  302 


Oaptttnant  of  tfw  TrtMury. 
Aoo9t9rit9  Tax  SyaMm  MoOairiiiaDon 

(TSI«)      

Ottw  AQanoMC! 
National    Aaronautlca    and  Spaca 


AMiMraion: 

Natworidng  and  oompubng  appioaHons  ^■ 
National  Sdanot  Fbundatfoo 

5 

4 

3 

2  

2 

180 
19 

ISO 

86 

75 

2B  .....^ 

103 

NatwortJnj  and  oon^uHf^  appBcaiiona ... 

15 

6 

8 

3  

11 

tuhlBlal.  NtF  

20/ 

166 

83 

63 

31  ...... 

114 

tMWulal.  Omm  agiHclia 

212 

160 

86 

66 

31   

116 

SUBTOTAL,  TECHHOLOQY 
•IVEtTliEIITI.   

631 

815 

622 

211 

67 

13 

311 

UMAN  DCVejOfHENT  AND  HOUSMQ 
MOIATIVE 

Oapaitmant  o<  Convnaroa: 

Eoooomic  Davalopmant  AdmMaMkm  

Minorty  Dmtnaai  Dawtopmant 

04 

2 

04 

2 

8 

1 

29 

29 

16 

7 

2 

63 

1 

f  Mhfalal.  Cowiwaroa  

96 

96 

10 

30 

29 

18 

7 

2 

64 

Oapaitmant  of  Houaing  and  UrtMn 
Dawiopniant 

Amja<a(i9a  Homa  ln>^a<«maot  Partna«9hlp  

AcoaMa  I^Jb•c  Houalng  Modacntaaiion  

Communily  Dawtopmam  Biodc  Qranta  

^S36 
423 

423 

83 
660 

127 

173 
1^18 
211 

2S3 

566   

260 

171 

66 

667 

1,877 
296 

2^ 

2.9S9 

869 

1,703 

906 

260 

171 

66 

3,040 

0«>ar /^andaa: 

OMid  of  CdufnMa...  ~  

26 

26 

26 

SUBTOTAL,  UHBAM  dcvelophent 
AND  HOUtBIQ  MniATIVE 

3.063 

3.063 

807 

1,733 

936 

276 

178 

67 

3.124 

132 
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TABLE  4.  STIMULUS  PROPOSALS-CoiYtlnu»d 
(JnmMoM  of  doltrt) 


\9n 


TcM 

ISM- 

19»4       1906       1M6       1907       19t0  1907 


AuMy    tvm     Oufcy*    ou9>y»    cUlmf    oiMmf    otMaj*    <nMm^  e»mc 


0«p«nn>«nt  Of  th*  tmtrtor 

Enh«w«d  ncturtf  rMoura*  pfolMtton   349      340      315  36 

National       S«vfoa:  HMorlc  pftoarxtlon        23       23        14        9  ... 


%Mom,km6or^„^   372       372       329  44 


Othar  AgandM: 
Environmtntil  PnMobon  Afiancy: 

WUrahtd  rwouro*  mfton/Hon  grant*   47       47  23  15         8    23 

Qraanprogiama....-   23       23  8  11         4  .   15 

irruliijjiHr  S«ala  lavoMng  fund   845845  39  179  272       172        72  34895 

SuMoM.  e^A_~.  ^   915       915  70  205  294       172        72         34  733 


MuW-Aganoy  oroas-cuttng  opdon  : 

F«M  buUinoa  anacgy  afflctoncy  „.  19  19  11  7         1    8 

tllHffW.  fntitT  afincUi   934  934  81  212  265       172        72         34  741 

SUBTOTAL,  ENVnOMHENT/EMERGY   1.447  1.447  484  310  299       172        72         34  853 


TAX  MCEMTIVES 

Invaabnant  tax  cradit  and  o<har  tax  admutua 

provWona   8.442  8.442 

TOTALS,  AU.  CATEOOAES 


SUBTOTAL  LOAN  LfVELS   3,331  3.331 

LESS  LOAN  SUBSIDY   -220  -220 

SUBTOTAL,  SPENDINQ  ♦  LOAN  LEVELS..    19.373  22,780 


8.338 

5.874 

2,124 

842 

419 

213 

9;2S9 

8.336 
6.442 

14.778 

5.874 

2,124 

842 

419 

213 

9;259 

5.874 

2,124 

842 

419 

213 

9^ 

134 
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TMHX  S.  MVEStlMENT  PflOK)tALt 

(In  inMonv  of  itoMn) 

1907 


1M4 

1906 

1906 

1997 

1900 

lioaii 

rvavarwo  niQraMy  pn)BWn^.^....^.M.M.M.M«....»  

402 

1,736 

1>47 

1.831 

1.402 

6.616 

Smart  otnlmm  Nahwty  (p»t  d  F«<twitf<id  Wgh— i 

(?0) 

(85) 

(90) 

(100) 

(100) 

(346) 

Ums  feWMft  fonnula  oipHci  Qrarii   ........ 

23 

140 

366 

630 

064 

1.200 

lUf^tpma  rai  trtd  MAQUV   

27 

140 

221 

-250 

305 

646 

11 

37 

65 

86 

00 

201 

5 

22 

36 

44 

47 

107 

24 

344 

^jMc  land  M^Msyy  and  IndMw  raaafwtfon  raadt  

S 

96 

90 

153 

aoo 

Kigh^paad  rai  bendt  (In  inoan*M).....   

1 

4 

11 

20 

16 

2.182 

2.701 

2.964 

3,007 

6,434 

Envtronnant 

24 

172 

440 

602 

840 

1.328 

54 

344 

900 

1.402 

1.606 

2,700 

4 

12 

20 

23 

23 

SO 

Waiar  ivaouroaa  dawiotMnant  (Cofpa  of  Enginaatt} 

77 

147 

16G 

160 

160 

544 

WWatahad  laaouroa  reatoradon  (EW^  „  

15 

34 

43 

47 

40 

130 

EfftkonmatMal  raalDcalon  and  vMala  manaQamam  (00€) ...... 

6 

35 

70 

107 

146 

220 

rpiaan  lor  tia  fHAira  (USCA) 

24 

40 

50 

SO 

Waadtar  aa^rtoa  modamlzadon  (MOAA)  ....^  

64 

66 

70 

50 

-16 

290 

Cn^tonmamaf  tachndogy  (EPA)    

14 

46 

64 

127 

175 

271 

Qraan  pragrama  (EW)  .  „   

5 

16 

23 

25 

25 

00 

Nalural  raaouna  pfoladton  and  amaonmanM  MMuokjra 

(Iniartor  «tf  USOA)   

1«7 

364 

471 

500 

536 

1^1 

Tim  plartlng  MMva  (USOA)  

33 

64 

73 

78 

70 

246 

Madonal  raaaarcft  InMaMn  prann  (USOA)  

2 

16 

00 

110 

160 

186 

16 

56 

64 

106 

122 

261 

527 

1.460 

2.540 

3.403 

4.017 

0,016 

Rural  Oa^^iopfTwm  MMadwat 

Rim  wMar  and  waala  waar  Icana  and  granii  (USCV^....  

6 

42 

107 

178 

207 

331 

■ualnaaa  and  oetnmunKy  hMadva  (USOA)  ,   

106 

240 

366 

454 

544 

1.1S6 

111 

262 

463 

630 

751 

1.400 

Enatyy: 

AMaiTwahw  hMla  vaMdaa  ...«>.  

16 

30 

30 

30 

30 

106 

Enaiyy  aMoian^  In  Fadacit  buUnQa  »  

40 

152 

270 

329 

342 

800 

18 

63 

04 

100 

100 

275 

Ctoaa-oot  ooala  for  DOE  raaotora     

18 

8 

9 

3 

1 

30 

Enargy  oonaarwtot  and  raoMMWa  anarpy  prografna 

— r": — rr:—T -"r- 

40 

160 

304 

420 

520 

040 

Ndfejfal  9M  faaaath  and  dv^atopmant  Empfiaataa  uMbadon. 

6 

25 

56 

00 

112 

175 

AAMnoad  nauMn  aovoa.  

11 

50 

116 

243 

430 

420 

Fuaion  anaif^f  laaaaitt).... ................... ....m................ ....... .......... 

0 

30 

72 

00 

06 

210 

170 

536 

060 

1.306 

1.030 

2.000 

135 
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TABLE  S.  INVESTMENT  PROPOSALS-Contiruiwl 
(InmiHontofdoawt) 

1994- 
1997 


1994 

1995 

1996 

1997 

1996 

Community  Dcwiopnwnt  and  0«f«nM 

Com'mlon: 

Community  (tovalopfrwnt  Uodc  gcam 

(COBQ)  

4 

41 

100 

117 

146 

282 

Offiot  of  Economic  Adjuttnwnt  for  di 

rfvns*  f>inmtm»ol  and 

9 

17 

20 

20 

20 

66 

Eoooomic  Dtvatopmant  AdminMritic 

HI  for  (M»OM 

3 

16 

33 

44 

53 

96 

73 

347 

772 

1^ 

1.609 

2.420 

45 

93 

106 

110 

114 

354 

Subloul.  Community   0«v*k>p4n*nt   and  Otfvnaa 

ConvwaiOft   134         514       1.031       t.539       2.034  3.218 


Tachnotogy  and  Buainaas  natnvaaimanl  and  OalanM 

Conwraion: 


NASA  cWI  aviation  

36 

121 

171 

222 

267 

550 

NASA  ahort-hauJ  aircraft  rat«arch  

3 

10 

17 

20 

20 

50 

OuaMiM  tfohnology  for  dafanaa  rainvaatnant  and  tranaMon 

(OOO)  

133 

322 

420 

456 

460 

1.331 

f^adaral  CoortMnaling  Coonci  for  Sdenoa,  Enginaaring.  and 

Tachnotogy  (taaaarch  inWaUvM)  

100 

266 

363 

457 

o14 

1.206 

Croaacutiing  high  paHonnanoa  computing  (NSF.  NIH.  NASA. 

and  NIST)  

53 

156 

253 

320 

362 

764 

National  inat  of  Standarda  «id  Tadmology  growth  

56 

219 

403 

626 

805 

1,306 

National  1^  (non-dafanaa)  

14 

35 

47 

SO 

50 

146 

Information  t^ighwtya  (Commaroa)  

6 

42 

96 

129 

150 

275 

Ntttonal  SciaooB  Foundation  

134 

451 

758 

954 

1.100 

2.297 

Qovammant  automation  and  affidancy  

204 

652 

650 

943 

735 

2.649 

Extand  R|£  tax  oadk  (tax  Incaniiva)  

1.207 

1,503 

1.750 

1,977 

2.200 

6.437 

SuMolal,  Tachnotogy  and  Smlnaai  flaliiwaamiant  and 

Oafanoa  Convarafon  ^„ —  ^w.... 

1,946 

3,779 

5.150 

6,156 

6.663 

17.031 

HouaJng: 

100S  voudMra  (100.000  unJta)  

7 

65 

222 

422 

654 

716 

Praaanration  and  raatoration  ol  aaaialad  houaing  „  

37 

155 

282 

364 

519 

656 

22 

61 

136 

183 

241 

104 

145 

160 

17Z 

174 

561 

214 

476 

791 

1.114 

1.442 

2.597 

flaal  aataia  invaatnant  (tax  inoanUva)  

254 

367 

164 

17 

-156 

622 

6 

52 

116 

136 

133 

312 

17 

66 

121 

167 

206 

5 

19 

34 

48 

56 

lulHolig  HBualnj 

622 

1.326 

1,903 

2.540 

3.162 

6.361 

1.652 

2^1 

3.641 

4.519 

5.377 

ia€73 

2,161 

7,225 

11,116 

14,096 

16.006 

34.6« 

TOTAL«  REBUU)  AMCMCA  „ 

4,013 

10.066 

14,626 

16,617 

21.363 

47.542 

292 
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TABLE  5.  INVESTMENT  PnOPOSALS-ConfiiHMd 
On  mWoM  o<  dotes) 


UFELONQ  LEARMNQ 

WIC  (Sp«dal  aupptwTMntal  food  program  for  wom«n.  Mantt. 

•nd  chidr«o)„.._  

PartoUofl  and  FanHy  Support  

Ha«iS«ait  

CNU  Car*  and  0«v«lopmant  Stock  Orant  ^. 

Education  Rafocm  and  ktltiattvaf  

Empteyar  ProvUad  Education  Aaaiatw)oa  (tax  ^toantiva)  

NaUcnal  Sarvioa  

WotVm  TraMng  tnWadvaa: 

OMocalad  Worfcaf  Assia(«K*  Act  (foe  NAFTA,  Dtfanaa 

RainvaKmenl  and  Tranalton,  Enargy  Convaraion,  and  Trada 

Adjuttmaot)  

Job  Corpa:  adopt  "5<«0  plan"  

JobCorpa:  aiminala  maintananoa  backlog  

JTPA,  aummar  youtfi  amptoymant  and  training.....  

Ona-iiop  oaraar  shopping   „  

Ofclaf  Ajnaricana  ampioytnant  

Youth  appranfcaahip  

Woriwr  proMng  

Targatad  Jobs  tax  cradK  (lax  Inoanttw)  


Subtotal,  Woftcar  Training  InWatlvaa  ~ 

SUBTOTAL,  TAX  INCENTIVES  „  

SUBTOTAL,  SPENDINQ  INCENTIVES  


TOTAL,  UFELONQ  LEARNMG.. 


REWARDMG  WORK 

Earned  inooma  tax  cradlt  (lax  incantlve}  

Extansion  o<  unamploymant  compansation  

Cdma  tnMatlva.  including  Conxnunlty  Poiidng.  Criminal 

Raoofda  Upgradaa,  and  Poica  Gorpt  

Equal  Enipio^mam  Opportunity  Commiaafon  

SUBTOTAL,  TAX  INCENTIVES  

SUBTOTAL,  SPENOWW  INCENTIVES  ^. 


TOTAL,  REWAftOmQ  WORK .. 


HEALTH  CAAE 

AIDS,  woman's  haaMi.  immunizations.  NIH  raaaaroh.  and  othar 

public  haaHh  iniiiaiivaa  

AlDS-flyan  Whiia  Act  

Subalanoa  abuaa  pravantlon  and  traatmant  

Food  aafaty  inWa^rt  (USOA)  and  amargancy  food 

Food  Stsmpa  

Low-inooma  Homa  Enargy  Aasistanoa  Program  


1994 

1995 

1996 

1997 

1996 

Total 

318 

532 

600 

964 

1.000 

2.634 

40 

65 

230 

405 

600 

850 

932 

1,866 

2.790 

3.676 

4,562 

9,26' 

30 

95 

145 

200 

250 

470 

209 

1,043 

2;206 

2,697 

3.063 

6.152 

42S 

456 

492 

526 

565 

1,903 

96 

1,042 

1,890 

3.000 

3,400 

6,030 

60 

879 

1.699 

1.960 

2,000 

4,596 

11 

32 

96 

202 

344 

341 

7 

20 

32 

45 

50 

104 

247 

540 

62S 

625 

625 

2.037 

30 

170 

250 

250 

250 

700. 

4 

22 

34 

35 

35 

95 

32 

243 

446 

495 

500 

1.218 

6 

9 

170 

327 

406 

486 

605 

1.390 

5«7 

2^ 

3.590 

4,106 

4.409 

10.501 

595 

785 

896 

1.024 

1,170 

3.302 

2,021 

6.592 

11,245 

14,664 

16.699 

34.522 

2.616 

7.377 

12,143 

15.686 

17.869 

37.824 

525 

6^8 

6,445 

6.662 

6,927 

19.860 

2.400.. 

2,400 

210 

521 

725 

652 

918 

2,296 

10 

17 

10 

16 

16 

63 

S2S 

6,226 

6.445 

6,662 

8.927 

19.860 

2,620 

536 

743 

860 

936 

4.761 

3.145 

6,706 

7.186 

7.522 

7.863 

24.821 

346 

1.860 

2,806 

3,370 

4,251 

8,162 

60 

192 

305 

392 

445 

949 

40 

207 

456 

797 

933 

1.506 

54 

96 

101 

102 

'iM 

355 

1.000 

2,000 

3,000 

3.000 

3,000 

9,000 

316 

649 

962 

996 

1.947 

137 
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Axsl  HmW)  lnMifltfw#.M  M  „  

VAmtMm   -  „  , 

Impfwfcig  dtably  kwurano  proowting  

HMKh  tnturww*  Otducion  Ibr  S«tf -MTiployvd  (l«  irww^ 

SUerOTAL.  TAX  INCENTIVES  

SUaTOTAL.  SPQ4WMQ  WCCHTTVES-  


TOTAL,  HEALTH  CAME .. 


PfHVATE-fCCTOn  McamvES 

InvMlnMnt  Tax  (notntfwM: 

Tsrgtltd  ctplW  ptlnt  cxduaion  (lax  inotntiv*)  

Eam«d  Inooflw  tax  credit  (ETTC}  (lax  inoantiv*)  

Modpaga  revanua  bonds  (tax  Inoanfiv*)  ^  

Mgh-apMd  rail  tsonda  (lax  InoantfM*)  

Extand  RJ£  tax  or«A  (lax  inoan«v«)  _  

Exiand  hMMnoom  houaing  tax  cradK  (lax  inoarrt^)  

Smal  buainaaa  imwatnant  tax  cradK  (tax  Inoanilv*)  

ANamad^w  minimum  lax  dapiarii^on  pca<afanoa  (tin 

inoantiv*)  „  

Tamporaiy  Incramantal  mvactmant  tax  cradK  (tax  Incandva) . 

Smal  iaaua  manufacturing  tModa  (tax  inoamfva)  

A]tamaDv«  minimum  tax  axoaptlon  for  gifti  of  appradatad 

proparty  (tax  Inoaotfva)  

Raikoad  redramant  fund  tianafar  (tax  inoandva)  

Smal  buiinaaa  credt  avalaMiy  ^  

SUBTOTAL.  TAX  INCENTIVES  

SUBTOTAL.  SPENDING  INCENTIVES  


TOTAL,  PfWATE-SECTOft  MCENT1VES .. 
TAX  MCCNTWES,  ALL  CATEQOnCS„ 


Sf>£ND(NG  INCENTTVES.  ALL  CATEGORIES.. 
TOTAL,  ALL  CATEQCfHES  


1994 

1996 

1996 

1997 

1996 

TMii 

SO 

56 

10... 

115 

278 

663 

733 

800 

861 

2,475 

120 

200 

200 

200 

200 

730 

313... 

313 

313.. 

313 

1.965 

5,391 

8,260 

9.643 

10.791 

25,240 

zz» 

5,391 

8,260 

9.643 

10,791 

25,562 

12 

93 

155 

207 

247 

467 

(525) 

(6.228) 

(6,445) 

(6,662) 

(8327) 

(19.860) 

(104) 

(145) 

(160) 

(172) 

(174) 

(561) 

(1) 

(11) 

(20) 

(16) 

(1^7) 

(1.503) 

(1.750) 

(1.977) 

(2^) 

(6.437) 

(214) 

(478) 

(791) 

(1.114) 

(1,442) 

(2,597) 

2.795 

3.133 

3,027 

3^ 

3.501 

12,264 

186 

307 

396 

404 

273 

1.295 

6.399 

3.584 

107 

-961 

-572 

9,129 

14 

28 

35 

37 

37 

114 

70 

73 

75 

77 

79 

295 

60 

131 

153 

157 

160 

501 

9.478 

7.218 

3.795 

3,073 

3,565 

23.564 

60 

131 

153 

157 

160 

501 

9.536 

7^ 

3.946 

3.230 

3,725 

24.065 

12.763 

17,092 

14.779 

15,278 

17.039 

5^.912 

8.617 

19.877 

31.586 

30.422 

44.592 

99.702 

21.580 

36.969 

46.365 

54.700 

61,631 

159.614 

13S 
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TABLE  C  REVENUE  AND  RECEIPTS  PROPOSALS 
(In  b«on«  o<  doiwB) 

'  1994^ 
19»7 


1960 

1994 

1996 

1996 

1997 

1998 

Total 

RtiM  jfKi^tiiijai  tncpfnt  twM  toe  uppir  tnoomi 

1J 

27.7 

19.9 

22.9 

26.3 

27.7 

96.8 

RtpMl  HI  IIOC(bl#  WtQt  bAM  

2.8 

8.0 

6.4 

8J 

7.2 

22.0 

)norMN9  lop  tnoonw  mm  raM  on  ItfQt 

oorporatfonv  to  36% 

0.4 

7.7 

5.4 

5.5 

5,7 

S.6 

24.4 

BnMd  bsMd  wwyy  mm  V 

1.5 

8  9 

18.4 

22.4 

49.0 

wigM    

02 

0.9 

1.8 

2.1 

22 

4.8 

S«rv4o*  knduMiry  non  rompj^io  InMiOy  _  

0.1 

0.8 

1.3 

1.9 

22 

4.0 

Tax  IdtmincMfcn  Nuntwr  (HN)  vaWaion  

0.1 

0.1 

0.1 

0.3 

0.8 

0.4 

0.3 

0.3 

1.6 

RMlrict  daducNon  for  buabww  mMto  «id 

•oltfiaifMfwoc  to  S0%.»..  

U 

3.2 

3.4 

3.7 

4.0 

12.1 

0.3 

0.8 

0.8 

0.9 

09 

2.7 

0.5 

1.1 

1.1 

1.1 

0.7 

3.8 

DiMflow  moving  dadiolloM  for  mMia  and  ra^ 

aatoto  at^Mfiaaa  •  •  ••••  •  •  • 

0  \ 

0.4 

0.4 

OA 

0.4 

1.3 

Exland  2r5  oani  par  gi'fo'i  9**  tax   

2.8 

2A 

2.8 

5.2 

Extond  53%  and  55%  aatato  tax  rata  

0.5 

0.5 

0.8 

0.8 

0.8 

2.1 

Dany  daduotfon  for  oiub  duaa^  

0.1 

0.2 

0.3 

0.3 

0.3 

0.9 

ProNbit  douMa-dlp  talalad  to  FSUC  aaaWaiiua.^. 

0.8 

0.1 

0.2 

0.1 

0.9 

Dany  lobby«r«  daductfona  

0.1 

0.2 

0.2 

0.2 

0.2 

0.7 

Dany  dadudton  for  axaoutfwa  pay  ovar  |i  m«on. 

0.1 

0.1 

0.1 

02 

0.1 

0.5 

miamitfonal  tax  provfofona  

0.8 

1.8 

1.9 

2.1 

2.2 

8.5 

Ifitoalanaoua  favanua  raialno  pcovlafana  _  

0.8 

0.1 

-0.2 

0.2 

0.2 

1.0 

SuMolal,  ravawua  latoing  pfopoaala>~m»« 

2.9 

46.1 

50.8 

66.9 

77.9 

80.3 

240.4 

-12.6 

-17. 1 

-14.8 

-15.3 

-17.0 

-x» 

3U 

91.1 

«2J 

«L3 

190.6 

Olhar  piovlaiona  aflacMng  laoatptai 

lASMMtva   ^  

0.1 

0.3 

0.8 

0.8 

0.9 

CommodRy  Fuajraa  Tradino  ConrnMon  taa  

0.1 

0.1 

0.1 

0.1 

0.1 

0.2 

Hartw  mafctiananoa  Mtx 

0.1 

0.1 

0.1 

0.2 

0.1 

02 

0.5 

0.5 

OA 

SEC  lagiaaalton  foa 

0.1 

02 

-0.1 

-0.1 

-0.1 

-0.1 

-0.1 

-0.4 

-0.1 

-0.1 

-0.1 

-0.1 

-0.2 

0.1 

02 

0.5 

1.0 

1.0 

1.7 

-3.6 

33.3 

33.5 

51.1 

62.8 

63.3 

160.5 

0.1 

0.2 

0.5 

1.0 

1.0 

'.7 

2.7 

5.8 

8.2 

8.9 

7.7 

21.4 

Cofporaia  aaHmaiad  fox  njiaa  

3.9 

OJ 

3.9 

TOTAL,  neVCNUC  AMD  Rcccni  mOfOtAU. 

-3.8 

36.1 

39.3 

57J 

74.4 

72.6 

207.5 

*960  ififlton  or  toaa. 


*  Iha  ImpatfoMNi  propoaal  ia  offaal  for  fowMnooma  fon#aa  by  Incraatai  in  tia  hMMnoema  homa  anafgy  ■iiHiiimi  pragwn 
and  food  Maiiipa  9iai  aia  laAaoiid  afovurtiafa. 
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TABLE  7.  miDQET  OUTLAYS  BY  FUNCnON 
(in  Mtont  o(  dolwv) 


Function 

1M3 

1W 

1996 

1906 

1907 

1096 

Maiond  (Mr.M  -  

  292.9 

277.3 

272J 

264.9 

240.2 

2S^7 

■HsniMonM  OTsn  „  

  19.3 

18.7 

18.7 

19.2 

18.0 

18.4 

Q«rM(«l  •Qtafvst.  ipM  and  iMhnotoffy   

-   17.2 

18.1 

19.7 

ao.7 

21.6 

22.2 

  4.9 

34 

4.1 

4.5 

4.2 

4.0 

Nilunil  (Mowow  and  anvtronmant  ...... 

  22.1 

21 J 

22.8 

23.3 

23.7 

23,7 

/^grfoukjra   

  21.8 

18.1 

133 

12.2 

10.9 

11.5 

CoffMWoa  and  houiinQ  cttdK  ~  ^  

  13,8 

14.0 

0.8 

-10.5 

-10.2 

-7.0 

  38.9 

39J 

40.4 

41.3 

42.7 

43.7 

CommunMy  and  regional  davaiopmanL  

  10J 

11.1 

10.4 

9.7 

9.5 

9.7 

Eduoaion,  training,  afflpioymant.  and  aodal  aa»¥t 

caa   53.4 

63J 

56.6 

56.1 

62,7 

66.5 

HaaMh —  .^.....M  ^.„^....».. 

  106.3 

118.3 

133.3 

140.6 

168,8 

196.4 

Mtiicf  a     

  132-7 

147.2 

162.8 

179.0 

105.2 

213,8 

Inooma  aaourtly.....^  

aoej 

214.3 

221.5 

229.7 

240.4 

240.1 

SooW  aaourtly    

  305.0 

321^ 

386.7 

351.3 

367>4 

363.1 

VMacana  baoaMi  and  aa(vtoaaM...«»«....^.M...^>.«.. 

  36.7 

37J 

37.5 

37.0 

30.1 

40j0 

AdmWiMMton  o(  Ju0tfoa»..< 

  15.3 

15J 

17.2 

17.4 

17.7 

18.2 

Qanafai  Qowanvnacit 

  14J 

14>t 

15.6 

15.5 

15.7 

15J 

212.0 

227.2 

243.3 

257>» 

272.7 

-8.3 

-6.1 

-7.2 

-6J 

-0.1 

UMMffeuM  uiiiliid  raoalpli   

  -37.3 

-39,0 

-40.7 

-43.2 

-4Cj8 

-46.1 

TaMouttaya. —  

  1.475,1 

1.513.0 

1.564.5 

1.612J 

1^.5 

1,767.0 

*960  nMton  of  iaaa. 
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TABLE    BUOQET  OUTLAY  TOTALS  BY  AGENCY 
(In  bMons  of  doiifs) 


1943 


AgrioUkM... 


EduCMlon.., 


En«W  -  

HmMi  tnd  Human  StfvtoM  

HoMtinQ  and  UitMn  Dw^lopnwnt... 


Ti 

TrMAuy.^  


Coc»  of  Enoinam,  MWary  RMbwnwit  and  Ottwr 

DaKnaa  ,  

Dapoaft  inauranoa  Aqaoctaa.  

Envfronmantai  ftMaoHon  A^ancy  ....^  «..«...„....».. 

E»aou#<^  OMoa  of  tta  Praaldanl  

Fadacal  EfnafQancy  Manaoanant  A^ancy  

RAds  Appropriiiad  to  *w  PraaMant   — 

Oanafil  Santoaa  AdmlNakatfon  

JudMai  BtMKh^  

HflimHii-a  Branoh  „  

Naiiontf  AafonwHca  Mid  Spaoa  AdmhUikaiion  

Nalionai  Sotanoo  Fotmdaiion  

Ofltoa  of  Pafaoiwai  ManaQanwit  

Poatal  Safvtoa  ^  „  

Raftoad  Ralirafnant  Boafd  

Smal  Buainaaa  jyiiiliiialiiitoii  


67.0 

63.6 

63.9 

66.2 

66.0 

86J 

3.1 

3.2 

3.4 

3.7 

3J 

4.2 

279.5 

264.1 

2S6.9 

251 .4 

235J 

239.5 

30.9 

31.0 

30.6 

26,6 

30.2 

30.6 

16.9 

15.6 

16.9 

17.0 

16J 

16J 

601.7 

•30.6 

686.3 

736^ 

780J 

645^ 

26.0 

26.9 

29.9 

29,9 

30.2 

».7 

75 

7.2 

7,1 

7.2 

7.1 

7J 

10.5 

10.4 

11.0 

10J 

10.5 

10  J 

46J 

37.6 

36.1 

37,6 

36.4 

39.1 

5.7 

5.6 

5,7 

5J 

SJt 

6.1 

36.5 

39.2 

38.6 

40,4 

41,6 

42.6 

302.4 

319.9 

344.6 

3684 

390.7 

414,6 

36.4 

37,1 

36.4 

36J 

37.7 

36,4 

29.5 

3C.7 

31 J 

33,1 

34.2 

364 

6J 

7J3 

-12,7 

-11.5 

-75 

6.5 

6.7 

6J 

7,0 

7.2 

7.4 

0.2 

0.3 

0.3 

0.3 

0.3 

0.3 

3.2 

1.6 

1.2 

0.9 

OA 

0.7 

11.9 

11.6 

11.5 

11.1 

10J 

10J 

1.3 

0.9 

1,4 

0.4 

0.3 

0.1 

2.6 

2.6 

2.7 

2J 

2.9 

3.0 

2J6 

2.9 

3X1 

3.\ 

3.2 

3.3 

14.1 

14.7 

15.5 

15.9 

16.3 

16.6 

2.9 

3.0 

3J 

3.7 

AJO 

4.2 

37.2 

36.6 

39J 

43J 

46J 

49.3 

1.6 

2.2 

1.3 

-0.6 

-1.0 

-1.3 

4.7 

4.7 

4.7 

4.7 

4.7 

4.7 

1.0 

OJ 

0.4 

OA 

OA 

0.4 

7J 

7.7 

9.3 

t^ 

6.5 

9.2 

-119J 

-127.5 

-136.0 

-144.6 

-153  J 

-162.0 

1.475.1 

1.513.0 

1,564.5 

1,612J 

1.677 J 

1.7674) 
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TABLE  9.  TOTAL  FUU-TME  EQUIVALENT  EMPLOYMENT 


1M3 
bM*to 

1997 


1983 


19 


1995 


1999 


1997 


CtbktH  tkgtnetm: 

*fl»fa*»««   -  —  112^  11M  109.7  ioe.0  107.0  106>< 

C«n«»n»...      36.4  36.0  355  34.9  34.9  34.9 

0«*tm    927.2  91 7 J  696.2  866.2  642.2  63t2 

EAlcaMon  .    5.0  4.9  4.6  4.6  AM  A£ 

Bmw    20.0  1 9  J  1 9.5  1 9.2  1 9.2  19.2 

HMMh  and  Hunan  S«vtoM   130.0  126.7  1».7  124.6  1«J  124J 

Hooting  and  Urban  Oavatopcnant   13.5  13.4  13.2  12.9  1^9  12.9 

•"•Wtor.      77.9  77.2  78.0  74J  74J  74J 

J«««lta   96.4  97.4  95.9  94.4  94.4  UA 

L«bOf   1 9  J  19.6  1 9.3  1 9.0  19.0  1 9.0 

  ».0  25.6  25.4  25.0  25.0  25.0 

TranapocHfiOO.....  «...   71.1  70.4  69.3  66.2  66.2  66.2 

Tf»Mury   1«3^  161.6  159.1  156.7  156.7  156.7 

V%»»«na  AMr»   2X.4  226.1  224.6  221 .2  221 .2  221 .2 

Olhaf  A^aooiaai 

Aganqr  <of  komHonai  D<<<»topnw<   4.4  4.3  4.3  4.2  4.2  4.2 

Corpa  of  Engmaara   27.4  27.2  26.8  26.3  26.3  26 J 

Em*onmaniU  PralaUion  Agancy   17.9  17.7  17.5  17.2  17.2  17.2 

Equal  Emptoymant  OppoctunMy  ConmMon   Z6  2J  2J  2.7  2.7  2.7 

Fadarai  Emargancy  Managamant  Agancy   2.7  2.6  2.6  2.5  2.5  2.5 

Rnandal  InadMtona  (FDCl/HTC)   i6.i  15.9  15.2  13J  11.3  6J 

GanaraiSafvtoaaAdmMaMlon   22.7  22JS  22.1  2U  2U  21  j 

National  AaronauMo*  and  Spaoa  AdmbviaMkvi   24.9  24.7  24.3  23.9  23.9  23.9 

National  AnMvaa  and  Baoofda  AdmMatniion   2.8  2.7  2.7  2.6  2.6  2.6 

National  Labor  Ralationa  Board..   2.1  2.1  Z1  2.1  2.1  2.1 

Nudaar  naguMory  Conmlaaion   3.4  3.3  3.3  i2  3.2  3.2 

OWoa  o<  faraonnat  Managamant   e.1  6.0  5.9  5.9  5.9  5.9 

Panama  Canal  ConwMon   6.7  8.6  6.5  8.4  6.4  6.4 

gacurtHaa  and  Exohanga  ConwnMon   27  2.7  2.7  2.6  2.6  2.6 

Smal  Dutinaaa  AdmMiMon   4.7  4.6  4.6  AS  AS  AS 

SmMhaonlan  InaMuMon     4.9  AJ6  4.6  4.7  4.7  4.7 

Tannaaaaa  V%iay  A4*orily   19.1  ie.6  16.5  18.4  ie.4  16.4 

UnMad  SttMa  Wormation  Agancy   e.7  6.6  6.5  8.3  6.3  6.3 

Ot»ar  amal  agandaa   22,0  21 J  21J  20.9  ao.9  20J6 

ToiBi,  ancuiv*  branch   2,1355  2.113.7  2,0725  2,023.3  1.9965  1,962.7 

FTE  twfcjdion  from  tia  baaa   215  63.0  112.2  136.7  1525.... 

ParoarAaga  raduoton  from  tfw  baaa   1,0  2.9  55  6.5  7J2..., 

Pa<oaiiiaga  taduoMon  taf9a(f1993>1997  FTE 


-7.0 
-15 
-96.0 
-0.2 
-05 
-5.2 
-05 
-3.1 
-3.9 
-05 
-1.0 
-2.6 
-65 
-9.2 


-0.2 
-1.1 
-0.7 
-0.1 
-0.1 
-7.2 
-0.9 
-1.0 
-0.1 
-0.1 
-0.1 
-0.2 
-0.3 
-0.1 
-0.2 
-0.2 
-05 
-0.3 
-1.2 


-1525 


1.0 


25 


4.0 


4.0 


45 
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TAMLE  10.  tU^^MET  SY  KA  CAYEQORV 


CMudoM  Ot«dt  (+) ... 


277J 

273.1 

266.5 

246.7 

253.3 

M^.7 

2704 

ai2.i 

mjt 

3024 

6125 

S60jO 

54^2 

566.2 

5H.1 

662.1 

717^ 

752.7 

762.1 

611.5 

aoe.1 

212J> 

2272 

M3J 

2574 

272.7 

1,475.1 

1.S13X) 

1,864.5 

1.61 2J 

1.767.0 

1.14312 

i;zso.s 

1,322J 

1^.5 

1471.0 

1325.6 

331J 

202.5 

341,7 

■  ao6J 

206.5 

2414 

376.7 

3M.0 

614.0 

261.6 

6014 

947.3 

-44.9 

-61 4 

-716 

-66.3 

-MJ9 

-105J 
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TABLE  12.  CHANGE  IN  THE  STRUCTtiftAL  DEFICIT 
(Htcal  y9»n,  in  bMons  of  do»m*) 


Etdrnti* 


1993 

1994 

1995 

1996 

1997 

1996 

919^ 

9014 

297J> 

3494 

399.7 

Cycfic«ri  oompocwnc^  

ee.8 

51.6 

364 

24.0 

164 

16.1 

D»potll  kmnnot  -  

6.9 

7.9 

-4.0 

-12.5 

-114 

-74 

  a4w 

241J 

2S5.5 

3494 

3904 

BfMl  of  poBcy  propOMit  

12.7 

-36.9 

-54^ 

-91.7 

-1394 

-1464 

PropoMd  abuctunri  ddlcH  

2St^ 

202.9 

209.4 

193J 

2014 

232.9 

14S 
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Summary 


Over  the  last  25  years,  the  health  sec- 
tor's share  of  the  U.S.  economy  has 
more  than  doubled.  In  1965,  national 
health  spending  constituted  less  than  6  per- 
cent of  the  gross  domestic  product  (GDP),  but 
by  1990  it  had  expanded  to  more  than  12  per- 
cent of  GDP.  Assuming  that  current  govern- 
ment policies  remain  in  force,  and  that  medi- 
cal practice  and  private  health  insurance 
trends  continue,  the  Congressional  Budget 
Office  ICBO)  projects  that  national  health 
spending  will  reach  18  percent  of  GDP  by  the 
year  2000,  or  almost  $1.7  trillion.  As  health 
spending  continues  to  grow,  concerns  mount 
about  its  financial  impacts  on  consumers, 
businesses,  and  governments. 

Despite  recent  weakness  in  the  economy, 
employment  and  incomes  in  the  health  sector 
have  increased  at  striking  rates.  The  total 
number  of  jobs  in  the  health  sector  of  the  econ- 
omy increased  by  639,000  from  May  1990 
through  May  1992,  while  the  total  number  of 
jobs  in  the  economy  fell  by  almost  1.8  million 
and  the  number  of  nonhealth  jobs  fell  by  2.4 
million.  According  to  the  American  Medical 
Association,  the  average  net  income  of 
physicians  (after  subtracting  ofiice  expenses, 
malpractice  insurance  premiums,  and  the 
like)  in  1990  was  $164,000,  up  from  $98,000  in 
1982-an  average  annual  growth  rate  of  6.6 
percent.  By  comparison,  the  average  pay  of  all 
full-time  work2rs  increased  from  $18,500  to 
$25,900  during  the  same  period,  a  growth  rate 
of  only  4.3  percent  a  year.  Similarly,  commu- 


nity hospital  margins  (the  net  of  revenues  less 
expenses)  reported  by  the  American  Hospital 
Association  were  5.2  percent  in  1991,  higher 
than  their  20'year  average  of  4.2  percent. 

Health  expenditures  generally  grow  more 
^apidly  than  spending  in  most  other  parts  of 
the  economy,  largely  because  of  what  econo- 
mists call  market  failure.  This  failure  has 
allowed  rapid  technological  change  that  tends 
to  inflate  rather  than  save  costs,  an  unrelent- 
ing expansion  of  services  provided  during  each 
doctor  visit  or  hospital  stay,  and  large  in- 
creases in  fees  paid  to  health  care  providers. 
The  aging  of  the  U.S.  population  contributes 
to  higher  spending  on  health  care  because 
older  patients  use  a  disproportionate  amount 
of  health  services,  but  in  the  next  decade  the 
impact  of  the  aging  population  will  increase 
health  spending  only  modestly.  Increases  in 
hospital  stays  and  physician  visits  that  can  be 
expected  because  the  population  is  aging  are 
likely  to  account  for  only  a  small  part  of  in- 
creased health  spending. 

Health  insurance,  the  nation's  primary 
method  of  financing  health  care,  is  one  source 
of  market  failure  that  prevents  the  usual 
workings  of  competition.  It  permits  the  rapid 
application  of  new  and  expensive  procedures 
and  helps  insulate  providers  from  price  com- 
petition. Collective  payment  through  insur- 
ance is  a  natural  response  to  the  possibility  of 
large  and  uncertain  health  care  expenses. 
When  an  insurance  company  or  government 


Reprinted  from  Projections  of  National  Health  Expenditures,  by 
Congressional  Budget  Office.  Washington,  1992.  p.  ix-xiii,  1-12,  37-46. 
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program  pays  the  bills,  however,  patients  and 
health  providers  have  lets  incentive  to  control 
costa  carefully. 

Another  source  of  market  failure  is  the  dele- 
gation of  much  decisionmaking  to  providers. 
Patients  who  have  little  medical  expertise  are 
happy  to  benefit  from  whatever  treatments 
providers  recommend  when  the  insurance  will 
pay  the  bill.  And  even  if  they  wish  to  do  bene- 
fit-cost calculations,  patients  are  often  unable 
to  judge  the  appropriateness,  quality,  or  price 
of  a  health  service. 

Because  the  competitive  market  has  failed, 
health  spending  cannot  be  assumed  to  repre- 
sent  well -informed  demands  by  consumers  or 
efficient  provision  of  services  by  providers. 

Many  of  these  attributes  of  U.S.  health  mar- 
kets are  not  unique  to  this  country  or  even  to 
the  health  industry.  Regulatory  agencies 
oversee  other  industries  where  competitive 
markets  do  not  function,  such  as  public  utili* 
ties.  In  other  countries,  budgets,  regulatory 
constraints,  or  other  countervailing  forces 
help  prevent  health  expenditures  from  spiral- 
ing  out  of  control.  In  this  country,  however, 
cost-containing  pressures  operate  only  on 
parts  of  the  sector,  and  their  overall  impact  is 
diluted. 


National  Health 
Expenditures 

Total  spending  on  health  is  projected  to  reach 
almost  $1.7  trillion  in  2000,  compared  with 
about  $800  billion  in  1992.  One  can  look  at 
the  projections  from  two  points  of  view: 

0    Type  of  spending-hospital  care,  physi- 
cian services,  and  so  forth,  and 

o    Source  of  funding-private  or  public. 


October  1992 


Projections  by  Type  of  Spending 

Hospital,  physician,  drug,  and  nursing  home 
expenditures  accounted  for  almost  75  percent 
>f  national  health  spending  in  1990  (see  Sum- 
mary Table  1  for  CBO's  baseline  health  spend- 
ing  projections  classified  by  major  type  of 
spending). 

CBO  projects  that  hospital  spending  will  in- 
crease at  an  average  rate  of  10  percent  a  year 
in  the  19908,  up  slightly  from  9.5  percent  in 
the  1980s  (see  Summary  Table  1).  The  shifl 
toward  use  of  outpatient  services  is  expected 
to  continue,  with  the  number  of  outpatient 
hospital  visits  increasing  almost  5  percent  a 
year.  The  occupancy  rate  for  community  hos- 
pitals is  projected  to  remain  below  65  percent- 
despite  reductions  in  the  number  of  available 
beds- -as  the  rate  of  inpatient  admissions  per 
person  continues  to  fall  and  the  average 
length  of  a  hospital  stay  drifts  lower. 

Spending  on  physician  services  is  expected 
to  increase  at  an  average  annual  rate  of  9.7 
percent  in  the  1990s,  down  from  1 1.6  percent 
in  the  1980s.  Increases  in  physicians'  charges, 
additional  procedures  per  doctor  visit,  and  the 
continual  increase  in  the  complexity  or  inten- 
sity of  treatments  provided  in  doctors'  offices 
account  for  almost  nine-tenths  of  the  total  in- 
crease in  this  spending.  Changes  in  the  demo- 
graphic composition  of  the  population  and  an 
increasing  number  of  doctor  visits  per  person 
contribute  little  to  the  growth  of  spending  for 
physician  services. 

Spending  on  drugs,  which  is  characterized 
by  a  high  proportion  of  out-of-pocket  pay- 
ments, is  projected  to  grow  by  about  7.5  per- 
cent a  year  in  the  1990s.  Spending  on  nursing 
home  care  is  projected  to  grow  10  percent  an- 
nually in  the  1990s,  even  as  financing  con- 
straints and  the  reluctance  of  states  to  ap- 
prove new  construction  prevent  the  number  of 
beds  from  keeping  up  with  the  demands  of  the 
aging  population. 
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Projections  by  Source  of  Funds 

Tk«  main  sources  of  funds  in  the  health  sector, 
accounting  for  more  than  80  percent  of  total 
health  spending,  are  out-of-pocket  payments 
by  patients,  private  health  insurance  pay- 
ments, and  Medicare  and  Medicaid  (see  Sum- 
mary  Table  2  for  a  division  of  national  spend- 
ing projections  into  private  and  government 
funds). 


CBO  projects  that  the  number  of  people  cov- 
ered by  private  health  insurance  will  increase 
slowly,  and  enrollment  in  the  major  govern- 
ment health  insurance  programs,  especially 
Medicaid,  will  grow  strongly.  Encouraged  by 
federal  tax  policy,  private  health  insurance 
coverage  increased  steadily  until  the  19808. 
Since  the  1981-1982  recession,  however,  pri- 
vate health  insurance  benefits  have  stabilized 
as  a  share  of  health  expenditures,  and  the 


Summary  Tabfc  1. 

Projections  of  National  Health  Expenditures « by  Type  of  Spending 


Type  of  Spending 


1965 


1980 


Selected  Calendar  Years 


1985 


1990 


1992«       1995*  20001 


BitHons  of  Dollars 


Hospital 
Physician 

Drugs.  Other  Nondurabies 
Nursing  Home 
All  Other 

Total 


Hospital 
Physician 

Drugs.  Other  Nondurabies 
Nursing  Home 
All  Other 

Natfonil  Health  Expenditure 


Memoranda:^ 

Gross  Domestic  Product 
(Billions  of  dollars) 

Average  Annual  Growth  of 
Gross  Domestic  Product  (Percent) 

Ratio  of  National  Health  Expenditures 
to  Gross  Domestic  Product 


14 

102 

168 

256 

310 

416 

671 

8 

42 

74 

126 

153 

204 

316 

6 

22 

36 

55 

63 

78 

111 

2 

20 

34 

53 

65 

87 

137 

 64 

110 

177 

218 

287 

444 

42 

250 

423 

666 

808 

1.072 

1.679 

owth  Rate  from  Previous  Year  Shown  (Percent) 

14.2 

10.4 

8.8 

10.0 

10.3 

10.1 

11.5 

12.0 

11.2 

10.4 

10.0 

9.1 

9.0 

10.9 

8.6 

7.1 

7.5 

7.4 

17.9 

11J 

9.3 

10.5 

10.3 

9.5 

12.0 

11.4 

10.0 

11.0 

9.7 

9.1 

12.7 

11,1 

9.5 

10.1 

9.9 

9.4 

703 

2.708 

4,039 

5,514 

5.931 

7.104 

9.322 

n.a. 

9.4 

8.3 

6.4 

3.7 

6.2 

5.6 

5.9 

9.2 

10.5 

12.1 

13.6 

15.1 

18.0 

SOUKCE      Congrcuionil  ludg«t  Offkc 

NOTES:     ni  =  not  ipptKabk.  Dctiiti  may  not  add  to  touti  b«c«uM  of  roundtriQ. 
1.  PrO|fta«d 

b     Economicittumptiom rtfltct  th« Coi>grc}tional  Budget  Offtct  b«Mlin«  of  /inuiry  1992 
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October  1992 


Summary  Table  2. 

Projectionf  of  National  Health  Expenditures,  by  Source  of  Funds 

Source  of  Funds 

Selected  Calendar  Years 

196S  1980 

198S 

1990 

1992* 

199S1 

2000* 

Billions  of  Dollars 

Private 

Public 

31  14S 

248 

384 

441 

S74 

869 

Federal 

State  and  local 

S  72 
 5  33 

124 

 51 

19S 
87 

2  S3 
115 

343 

1SS 

S66 
244 

Total,  National 

42  2S0 

423 

666 

808 

1,072 

1,679 

Percentage  of  Total 

Private 
Public 

S8.0 

S8.6 

S7.6 

54.S 

S3.S 

S1.7 

Federal 
State  and  local 

11.6  28.8 
13.2  13.. 

29.2 
12.1 

29.3 
13.1 

31.3 
14.2 

32.0 
14.S 

33.7 
14.S 

Total,  National 

100.0  100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Average  Annual  Growth  Rate  from  Previous  Year  Shown  (Percent) 

Private 
Public 

10.8 

11.3 

9.1 

7.2 

9.2 

8.7 

Federal 
State  and  local 

19.7 
12.8 

11.4 
9.0 

9.6 
11.3 

13.7 
14.7 

10.7 
10.6 

10.5 
9.S 

National  Health  Expenditures 

12.7 

11.1 

9.S 

10.1 

9.9 

9.4 

Memoranda:'* 

Gross  Domestic  Product 

(Billions  of  dollars) 

Average  Annual  Growth  of 
Gross  Domestic  Product  (Percent) 


Ratio  of  National  Health  Expenditures 
to  Gross  Domestic  Product  5.9 


703  2,708  4,039  S,S14  5,931 
n.a.         9.4         8.3  6.4  3.7 

10.5 


9.2 


12.1 


13.6 


7,104  9,322 
6.2  5.6 


15.1 


18.0 


SOURCE.     Congrettionil  Budgtt  Office 

NOTES;   n.i.  =  not  ipplicjbk.  D«tiiU  may  not  «dd  to  totilt  b««ut«  o*  r.>undtng. 
i  Projtctcd. 

b     EcooomK  ind  aowrmm«nt  ip«nding  laumpttont  reflect  the  Congresttonil  BiKfge  Office  b*ieline  of  January  i9S2 
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SUMMARY 


continuing  pressure  of  higher  health  spending 
is  expected  to  cause  a  decrease  in  the  propor- 
tion of  people  covered  by  private  health  insur- 
ance. CBO  projects  that  the  other  major  com- 
ponent of  private  funding-direct  out-of-pocket 
payments  by  patients  to  providers- -will  con- 
tinue to  grow  at  slower  rates,  constrained  by 
limited  growth  in  patients'  incomes. 

CBO  expects  that  in  the  1990s  private  fund- 
ing of  health  care  will  shrink  as  a  share  of  na- 
tional health  expenditures.  The  proportion  of 
people  receiving  health  coverage  through  gov- 
ernment programs  and  the  share  of  national 
health  spending  by  governments  will  grow. 

These  projections  of  national  health  expen- 
ditures incorporate  CEO's  January  1992  base- 
line for  spending  on  the  Medicare  and  Medic- 
aid programs.  Medicare  inpatient  hospital 
spending  is  expected  to  resume  growth  rates  of 
9  percent  to  10  percent  a  year  in  the  19908, 
after  a  period  of  slower  growth  in  the  1980e. 
Active  cost  containment  efforts  in  the  1980fl 
temporarily  reduced  the  growth  in  Medicare 
hospital  spending,  but  the  impact  of  these 
efforts  had  waned  by  the  end  of  the  decade. 
CBO  assumes  that  the  introduction  of  reforms 
in  Medicare  payments  to  physicians  in  1992 
will  not  restrain  Medicare  payments  signifi- 
cantly, although  payments  in  some  physician 
specialties  and  regions  of  the  country  may  be 
noticeably  changed.  Aside  from  physician 
payment  reform,  current  law  provides  no  ma- 
jor coet-containing  changes  during  the  19908. 

CBO  expects  the  growth  of  Medicaid  to  slow 
from  its  current  rapid  rate -26  percent  pro- 
jected for  1992  alone*-to  an  annual  rate  of  12 
percent  by  the  year  2000.  Medicaid  remains 
the  fastest  growing  source  of  funds  for  na- 
tional health  expenditures,  and  CBO  projects 
that  its  share  of  payments  will  rise  from  11 
percent  in  1990  to  almost  19  percent  in  2000. 
This  increase  in  payments  is  driven  by  a  com- 
bination of  recent  expansions  in  eligibility, 
riling  reimbursement  rates  mandated  by 


xiit 


the  courts,  and  the  weakening  of  private 
health  insurance  coverage. 


Implications 

If  present  laws,  institutional  arrangements, 
and  trends  continue  in  the  1990s,  the  high  coet 
of  private  health  insurance  will  shrink  the 
proportion  of  Americans  who  are  privately 
covered  and  increase  the  number  of  people 
with  no  insurance.  Governments  will  pay  a 
larger  fraction  of  U.S.  health  spending 
through  the  Medicare  and  Medicaid  programs. 
Higher  government  spending  on  health  care 
has  serious  implications  for  the  federal  bud- 
get; the  projected  increase  in  health  care 
spending  outpaces  the  growth  in  any  other 
major  component  of  the  bucket  and  promises 
not  only  to  preempt  resources  from  other  gov- 
ernment programs,  but  also  to  make  deficit  re- 
duction more  difficult. 

People  pay  for  government  health  spending 
directly,  through  taxes,  or  indirectly,  through 
the  adverse  effects  of  government  deficit 
spending  on  capital  formation  and  economic 
growth.  People  pay  in  a  different  sense  when 
government  health  spending  preempts  other 
government  expenditures,  such  as  invest- 
ments in  education  and  infrastructure  or  in- 
come maintenance  programs.  Similarly,  em- 
ployees pay  for  employer-sponsored  health  in- 
surance indirectly,  through  wages  and  sala- 
ries they  might  otherwise  have  received  in  the 
absence  of  coverage.  The  increasing  cost  of 
health  benefits  has  contributed  to  the  slow 
growth  in  wages  and  salaries  that  many  U.S. 
workers  have  experienced  in  recent  years. 
Without  significant  changes  in  public  policy 
and  private  behavior,  rising  spending  on 
health  care  will  continue  to  limit  wage  and 
salary  gains  as  private  employers  pour  money 
into  higher  health  insurance  premiums  for 
employees  rather  than  into  pay  raises. 
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 Chapter  Four  

Projections  of  National  Health 
Expenditures  by  Source  of  Funds 


The  government  share  of  health  spend- 
ing will  increase  in  the  1990s  under 
CTirrent  policies  and  the  share  of  pri- 
vate payments  will  decline.  CBO  expects 
strong  growth  in  Medicare  payments  despite 
slower  growth  in  the  elderly  population,  and 
projects  that  Medicaid  payments  will  con- 
tinue growing  rapidly  because  rf  increases  in 
enrollments  and  court  decis  ions  rf  quiring 
Medicaid  programs  to  increase  payments. 

CBO  projects  that  the  number  of  people  cov- 
ered by  private  health  insurance  will  increase 
slowly  and  the  proportion  of  the  population 
covered  by  private  health  insurance  will  con- 
tinue to  decrease.  As  a  result,  private  health 
insurance  benefits,  which  had  accounted  for  a 
steadily  increasing  share  of  health  expendi- 
ture until  the  mid-1980s,  are  expected  to  pay 
for  a  slightly  smaller  share  of  health  spending 
by  the  end  of  the  19908.  CBO  projects  that  the 
number  of  uninsured  people  will  increase  from 
about  35  million  in  1992  to  more  than  39  riil- 
lion  in  2000,  despite  the  growth  in  Medicare 
and  Medicaid  (see  Table  10). 

CBO  projects  that  direct  out-of-pocket  pay- 
ments by  patiencs  to  providers  will  continue 
declining  as  a  (iliare  of  total  health  spending, 
despite  the  increase  in  the  number  of  unin- 
sured people.  Types  of  health  spending  that 
are  funded  largely  by  out-of-pocket  payments 
tend  to  grow  more  slowly  than  hospital  or  phy- 
sician spending,  which  are  heavily  insured, 
and  many  of  the  newly  uninsured  will  choose 
to  do  without  nonessential  services  and  are 
not  in  a  position  to  pay  large  amounts  for  the 


services  they  do  receive.  (See  Figure  14  for  an 
illrjtration  of  the  share  of  health  spending 
accounted  for  by  government  programs,  pri- 
vate health  insurance,  and  out-of-pocket  pay- 
ments over  the  1965-2000  period.) 


Private  Payments 

Privat*;  health  payments  have  been  a  stable 
percentage  of  health  spending  since  the  mid- 
1970u.  Between  1975  and  1990,  private 
health  insurance  payments,  out-of-pocket  pay- 
ments, and  other  private  payments  have  to- 
gether accounted  for  about  58  percent  of 
health  expenditures.  In  the  projections,  the 
out-of-pocket  share  declines  rapidly,  the 
private  health  insurance  share  declines  slight- 
ly, and  the  total  share  of  private  payments  de- 
clines to  52  percent  by  the  year  2000.  (See 
T«  le  11  for  the  composition  of  national  health 
expenditures,  with  emphasis  on  private 
sources  of  funds.) 

Private  Health  Insurance 
Continues  to  Erode 

The  proportion  of  spending  on  health  care  paid 
by  private  health  insurance  increased  steadily 
during  the  1970s,  although  its  share  has 
grown  more  slowly  in  19803.  CBO  projects 
that  total  private  health  insurance  spending 
will  swell  from  $217  billion  in  1990  to  $527 
billion  in  2000,  an  average  annual  growth 
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Tabk  10. 

HMhh  lnsur«iK«  Primacy  Covtrag* 

TypeofCovftragc 

Selected  Calendar  Years 

1980 

1983 

1987 

1990 

1992* 

2000« 

Mtlitom  of  People 

Employer-Sponsored  Insurance 

134.9 

135.6 

138.4 

141.0 

138.9 

145.2 

CHAMPUS/Military 

8.8 

9.3 

3.9 

8.0 

7.7 

6.6 

Individual  Insurao'ie 

19.2 

18.6 

16.7 

16.9 

16.1 

14.8 

Medicare 

25.3 

27.2 

29.2 

31.6 

32.5 

35.7 

Medicaid 

8.3 

9.7 

12.C 

15.3 

20.7 

27.2 

Uninsured 

26.7 

29.2 

33.6 

33.4 

3S.4 

39.2 

Total  Population 

223.2 

229.6 

238.8 

246.2 

251.3 

268.6 

Percentage  of 

Population 

Employer-Sponsored  Insurance 

60.4 

59.1 

58.0 

57.3 

55.3 

54.0 

CHAMPUS/Military 

3.9 

4.1 

3.7 

3.3 

3.1 

2.4 

Individual  Insurance 

8.6 

8.1 

7.0 

6.8 

6.4 

5.5 

Medicare 

11.3 

11.8 

12.2 

12.8 

12.9 

13.3 

Medicaid 

3.7 

4.2 

5.0 

6.2 

8.3 

10.1 

Uninsured 

12.0 

12.7 

14.1 

13.6 

14.1 

14.6 

Total  Population 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

SOUKCE :     CongrMKonal  tudgtt  Offkc. 

NOTES:  CHAMWJS  =  CivHian  Heahh  and  Mfdical  Program  of  the  Uniformtd  $«rvk«. 

trtimatis  and  proj^ctiom  bawd  on  data  from  the  March  Curr«nt  FopoUtion  Sof>«y».  Nott  that  tht  Currt nt  fopuUtion 
Survtyt  UM  a  mof «  r«trictiv«  definrtron  of  th»  population  than  th*  Social  S«<urrt>  ,>dminrttr*tion  f  »gur«t  uMd  •h«wher«  m 
thitrtport. 

OvtaiHmaynot  add  to  toUltbtcauM  of  rounding, 
a.  rtO}C<ttd. 


rate  of  9.3  percent,  slightly  less  than  the  in- 
crease in  total  spending  on  health  care.  Total 
private  inaurance  spending  in  the  estimates  of 
national  health  expenditure  equals  total  bene- 
fits paid  to  providers  by  private  insurers  plus 
administrative  and  net  underwriting  costs, 
and  is  identical  to  total  health  insurance  pre- 
miums. Private  health  insurance  benefits  for 
personal  health  care  will  expand  from  $186 
billion  in  1990  to  $450  billion  in  2000,  and  ad- 
ministrative and  net  underwriting  costs  will 
remain  a  constant  17  percent  of  benefits  paid 
(see  Table  12).  1 


CBO  projects  that  the  total  number  of 
people  covered  by  employer-sponsored  insur- 
ance will  grow  slowly  in  the  1990s.  Total 
employer-sponsored  coverage  increased  from 
about  136  million  people  in  1980  to  about  141 
million  in  1990  and  is  expected  to  grow  to  only 
145  million  in  2000.  The  number  of  people 
with  individual  insurance  (including  all 
insurance  not  organized  through  employ- 


T>i«  lUbility  ta  caiucd.  in  pvt.  by  the  fact  that  the 
pnvat*  iniunuoa  undcrwrituif  cycU  la  oot  pro)«ct«cl.  aa 
diacuaMd  laCtMkpKr  3. 
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ment)  is  expected  to  continue  falling  in  the 
1990s,  from  about  17  million  in  1990  to  15  mil- 
lion in  2000.2 

The  rise  in  private  health  insurance 
benefits  paid,  therefore,  almost  entirely  con- 
sists of  growth  in  benefits  paid  per  covered 
person,  with  the  number  of  people  covered 
increasing  slowly.  The  expanding  population 
combined  with  slow  growth  in  private  health 
insurance  coverage  leads  to  an  increase  in  the 
number  of  uninsured  people  from  35  million  in 
1992  to  39  million  in  2000,  despite  projected 
rapid  increases  in  Medicare  and  Medicaid  en- 
rollment.3 


2.  For  a  diaeUMion  of  trendi  in  individual  injurtnce.  •«« 
Jon  G*b«l,  "On  Their  Own;  A  Profikof  the  Individually 
ln«ur«d."  Journal  of  Amtncan  Htalth  Policy  iHovtm- 
b«r>D«<:«mb«r  199l>. 

3.  Fifijrea  for  inaured  and  uninturcd  populationa  ar«  CBO 
eatimAtea  baaed  on  data  from  tba  Current  Population 
SuTVf  y  and  otbar  •ourcca. 


The  public  often  equates  **health  care  costs** 
with  employer-sponsored  insurance  premi- 
ums. It  is  not  unusual  to  read  that  a  firm  faces 
dramatic  increases  in  premiums  to  renew  its 
current  coverage.  Obviously  such  increases 
represent  only  a  portion  of  total  health  care 
financing,  leaving  out  government  and  other 
private  funding,  and  do  not  really  represent 
increases  in  total  national  health  costs.  More- 
over, premium  increase;*  quoted  by  particular 
insurance  companlco  ao  not  necessarily  corre- 
spond to  the  total  premium  increases  actually 
paid  in  the  system;  total  premiums  reported  in 
the  national  health  accounts  frequently  grow 
more  slowly  than  reported  increases  in  pre- 
mium prices,  as  employers  change  coverage  or 
offer  coverage  to  fewer  workers. 

The  cycle  of  private  health  insurance  premi- 
ums also  distorts  the  common  view  of  health 
costs.  Private  health  insurance  premiums 
tend  to  rise  rapidly  as  insurance  companies 
build  reserves,  and  then  grow  slowly  (or  even 
fall)  until  losses  require  new  premium 
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Tabl«11. 

fro|«ctions  of  National  Htahh  Expcnditurci  to  2000,  by  Sourct  of  Fundi 


Selected  Calendar  Yean 


Source  of  Funds 


1983        1987        1990  1992* 


Billions  of  Dollars 


Private 

Health  insurance 
Out  of  pocket 
Other 
Subtoul 

Public 
Federal 
State  and  local 
Subtotal 

Total 


Private 
Health  insurance 
Out  of  pocket 
Other 
Subtoul 

Public 
Federal 

State  and  Local 
Subtoul 

ToUl 


10 

111 

1SS 

217 

254 

527 

19 

81 

109 

136 

150 

268 

2 

18 

22 

31 

36 

73 

31 

211 

286 

384 

441 

869 

5 

103 

144 

195 

253 

S66 

5 

44 

64 

87 

115 

244 

10 

148 

206 

283 

367 

610 

42 

359 

494 

666 

808 

1.679 

ccntage  of  Total 

24.0 

31.1 

31.3 

32.5 

31.5 

31.4 

45.7 

22.7 

22.0 

20.4 

18.6 

16.0 

5.5 

5.1 

4.5 

4.6 

4.5 

4.4 

75.3 

58.8 

57.8 

57.6 

54.5 

51.7 

ii.e 

28.8 

29.1 

29.3 

31.3 

33.7 

13.2 

12.4 

13.0 

13.1 

14.2 

14.S 

"24.7 

41.2 

42.2 

42.4 

45.5 

48.3 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Average  Annual  Growth  Rate  from  Previous  Year  Shown  (Percent) 


Private 

Health  insurance 
Out  of  pocket 
Other 

Private  health  expenditures 

Public 
Federal 

SUte  and  local 

Public  health  expenditures 

National  Health  Expenditures 

Memorandum: 

Average  Annual  Growth  of  GDP  (Percent) 


14.3 

8.6 

11.9 

8.3 

9.5 

8.4 

7.5 

7.7 

5.1 

7.5 

12.2 

S.I 

11.4 

8.4 

9.3 

11.2 

7.9 

10.3 

7.2 

8.9 

18.6 

8.7 

10.7 

13.7 

10.6 

12.3 

9.7 

10.7 

14.7 

9.9 

15.9 

9.0 

10.7 

14.0 

10.4 

12.7 

8.3 

10.5 

10.1 

9.6 

9.2 

7.5 

6.7 

3.7 

5.8 

SOURCE:  ConflrtKion«ltgd9ttOff«t. 
NOTES :     D«t«ili  may  not  <dd  to  totaii  b«C4ui«  of  roundi  ng 
GDf  =  grOtt  domcitic  pfodua. 
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Table  12. 

Private  and  Public  Health  Insurance  Expenditures 

Selected  Calendar  Years 

1980  1983 

1987  1990 

1992« 

2000* 

Billions  of  Dollars 

Private  Insurance 

Senefiu 

65  97 

13S 

1S6 

217 

450 

Administration 

17 

31 

37 

Jl 

Total  premiums 

73  111 

155 

217 

254 

527 

Medicare 

Senefiu 

36  5S 

S2 

109 

133 

308 

Administration 

1  1 

2 

2 

3 

4 

Total  expenditures 

3S  60 

S3 

111 

136 

313 

Medicaid 

Benefits 

25  34 

48 

71 

IIS 

307 

Administration 

1  2 

3 

4 

5 

10 

Total  expenditures 

26  35 

51 

75 

123 

317 

Administration  Rate  as  Percentage  of  Benefits  Paid 

Private  Insurance 

12.5  14-5 

12.4 

16.5 

17.2 

17.2 

Medicare 

3.1  2.4 

2.1 

2.1 

2.4 

1  4 

Medicaid 

5.3  S.-* 

5.3 

5.4 

3.S 

3.4 

Average  Annual  Growth  Rate  from  Previous  Year  Shown  (Percent) 

Private  Insura.-tce 

Senefiu 

14.3 

9.1 

10.6 

S.O 

9.6 

Administration 

20.0 

4.9 

21.6 

10.2 

9.5 

Increase  in  premiums 

14.9 

S.6 

11.9 

S.3 

9.6 

Medicare 

Senefiu 

17.1 

S.7 

10.1 

10.5 

11.1 

Administration 

8.3 

4.S 

10.0 

17.3 

4.2 

Increase  in  expenditures 

16.9 

S.6 

10.1 

10.6 

11.0 

Medicaid 

Senefiu 

10.6 

9.5 

13.9 

2S.S 

12.6 

Administration 

9.6 

10.1 

14.6 

S.8 

11.1 

Increase  in  expenditures 

10.6 

9.5 

14.0 

27.9 

12.6 

SOURCE      CongreMion«l  Budget  Office 


NOTE  Oet«its  m«y  not  »dd  to  totals  bccautc  of  rounding 
*.  Projected. 
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FiQurt  15. 

Tr«nds  in  PrivMt  Htatth  Insure  net  Prtmiums,  1  Ml -1992 


ffctfftiq*  Owiqt  from  frtviom  Y— r 


SOURCE:   CongressiOnJlKcMdrch  Service. 

NOTE:  Ksy  Huggini  surveys  sbout  1.000  Urge  and  mediumnzcd  employers.  fEhIP  i«  the  Fed^:al  Employees  Health  lenefiU  Pro- 
gram, covering  about  10  million  people. 


increases.  The  cycle  has  consistently  been  five 
or  six  years  long,  with  large  changes  in  the 
growth  of  premium  prices  from  year  to  year 
(see  Figure  15  for  an  illustration  of  the  growth 
in  premiums  for  the  Federal  Employees 
Health  Benefits  plan  and  the  average  increase 
reported  in  a  private  survey  of  large  firms).-* 


Out-of-Pocket  Payments 

Out-of-pocket  or  direct  patient  payments  have 
grown  much  more  slowly  than  national  health 
spending  as  a  whole.  The  proportion  of  na* 
tional  health  expenditures  paid  directly  by 
patienta  has  fallen  from  45  percent  in  1965 
(before  Medicare  and  Medicaid)  to  20  percent 


4  Conxrettional  Retetrcb  Service.  The  Ftdtnl  Employttt 
Health  BtnefiU  Prognm  iM«y  24.  ISSd).  with  updated 
figuret  from  CtngiMitonal  Reteerch Service  lUfT. 


in  1990,  and  CBO  projects  that  it  will  fall 
further  to  16  percent  in  2000.  Direct  patient 
payments  will  nevertheless  rise  more  rapidly 
than  gross  domestic  product- from  2.5  percent 
of  GDP  in  1990  to  2.9  percent  in  2000-since 
health  spending  is  growing  faster  than  GDP. 

Sectors  with  a  high  proportion  of  out-of- 
pocket  payments-drugs»  durables,  and  dental 
service8--have  shown  slower  growth  in 
spending  than  sectors  financed  more  heavily 
by  private  health  insurance  or  government 
sources.  Payments  of  deductibles  and  coinsur- 
ance by  insured  patienta  are  considered  out-of- 
pocket  payments. 

Insurance  can  allow  patients  to  ignore  coats 
when  receiving  treatments,  but  direct  patient 
payments  are  subject  to  a  stronger  coflt*benefit 
calculation.  In  the  estimates  of  national 
health  expenditures,  consumer  payments  of 
private  health  insurance  premiums  (including 
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employee  cost  sharing  of  premium  payments 
sponBored  by  employers)  are  not  clasaified  as 
direct  out-of-pocket  paymenU.  Instead,  these 
payments  are  included  in  the  private  health 
insurance  account,  and  no  attempt  is  made  to 
calculate  the  burden  of  private  health  insur- 
ance premiums  on  consumers.  CBO  assumes 
that  consumers  or  workers  ultimately  bear  the 
entire  burden  of  private  health  insurance  pay- 
ments regardless  of  whether  employers  or- 
ganic the  coverage,  or  the  amount  of  the  ap- 
parent cost  sharing  of  the  premiums  by  em- 
ployees. Thus,  even  if  employers  are  asking 
employees  to  pay  a  greater  share  of  their 
health  insurance  premiums,  the  estimates  of 
out-of-pocket  spending  presented  here  are  not 
affected. 


Other  Private  Payments 

Other  private  payments  include  hospital  non- 
patient  revenues  and  philanthropy.  As  in  the 
past,  other  private  payments  are  expected  to 
grow  at  9.1  percent  in  the  1990s,  maintaining 
about  a  4.5  percent  share  of  national  health 
expenditures. 


Public  Funding 

The  government's  share  of  health  care  pay- 
ments has  been  growing  faster  than  the  pri- 
vate share.  Payments  per  person  partici- 
pating in  government  programs  are  growing 
at  about  the  same  rate  as  private  health  in- 
surance benefits  per  covered  person,  but  the 
government  is  becoming  the  primary  payer  for 
a  greater  proportion  of  the  population  (see 
Table  13  for  a  breakdown  of  the  sources  of 
funds  for  national  health  expenditures  with 
emphasis  on  public  funding). 


Federal 

The  federal  share  of  national  expenditure  on 
health  care  consists  of  the  Medicare  and 


Medicaid  programs  and  smaller  programs 
supporting  public  health,  research,  and  the 
needs  of  particular  groups  of  people,  such  as 
veteran«.5  Total  federal  health  paymenU  are 
expected  to  rise  from  29  percent  of  national 
health  spending  in  1990  to  34  percent  in  2000. 

Medicare.  CBO  projects  that  Medicare 
spending  will  grow  at  about  11  percent  an- 
nually in  the  projection  period,  raising  its 
share  of  national  health  expenditure  from  17 
percent  in  1990  to  19  percent  in  2000. 

The  federal  Medicare  program  for  the  elder- 
ly has  two  parts:  HospiUl  Insurance  (HI,  or 
Part  A),  which  covers  inpatient  hospital  care, 
and  Supplementary  Medical  Insurance  (SMI, 
or  Part  B),  which  covers  mostly  physician  and 
outpatient  hospital  services.  Part  A  is  largely 
funded  by  a  payroll  tax.  About  75  percent  of 
Part  B  is  funded  from  general  revenues  with 
the  other  25  percent  from  premiums  paid  by 
beneficiaries. 

Medicare  Part  A  spending  for  inpatient  hos- 
pital care  has  grown  relatively  slowly  since 
the  mid-1980s  when  the  prospective  payment 
system  (PPS)  was  pnt  into  effect.  This  system 
pays  hospitals  on  the  basis  of  a  fixed  fee  ac- 
cording to  the  broad  diagnosis  of  the  patient, 
or  diagnosis-related  group  (DRG).  Peer  re- 
view organisations  were  created  to  help  pre- 
vent inappropriate  admissions  of  Medicare  pa- 
tients to  hospitals.  The  PPS  discourages  hos- 
pitals from  providing  longer-term  or  mainte- 
nance care  of  the  elderly  in  an  inpatient  set- 
ting, and  admissions  and  lengths  of  stay  for 
Medicare  beneficiaries  have  fallen  consider- 
ably since  the  system  was  started. 

CBO  projects  that  Medicare  Part  A  inpa- 
tient hospital  payments  will  resume  growing 
at  9  percent  to  10  percent  a  year  in  the  1990s, 


5.  PaymenU  uutle  by  government  agencieii  for  employee 
bealth  iniurancc  arc  included  undrr  privati;  health 
iniuruic«  p«ymenu  Government  p«ymenta  exclude 
nutrition,  lanitation.  and  antipollution  propramt  ai 
thtM  »n  not  directly  reUt«d  to  ihe  provmon  of  medical 
care  or  treatment  of  di»ea*e.  Expendiiuret  aiti^Un^  the 
traininf  of  health  proTcMionaU  are  alao  axcluded  from 
national  b«alth  expenditure! 
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Tabic  13. 

Projtctions  of  National  Htalth  Expcnditurts  in  th«  Public  S«ctor  to  2000,  by  Sourct  of  Funds 


S»tecttd  C<knd<f  Ye<rt 


Source  of  Funds 

196S 

1913 

1997 

1990 

1992« 

2000* 

liilioftSOfDol<«9 

Private 

31 

211 

286 

384 

441 

S69 

Federal 

Medicare 

0 

60 

83 

111 

136 

313 

Medicaid 

0 

19 

28 

43 

70 

181 

Other 

5 

24 

33 

41 

J§. 

73 

Subtotal 

5 

103 

144 

19S 

253 

566 

State  and  Local 

Medicaid 

0 

16 

23 

32 

53 

136 

Other 

5 

28 

42 

55 

62 

108 

Subtotal 

5 

44 

64 

87 

115 

244 

Total 

42 

359 

494 

666 

808 

1.679 

Percent  Diitribution 

Private 

75 .3 

S7.8 

57.6 

545 

51.7 

Federal 

Medicare 

0.0 

16.7 

16.9 

16.7 

16.6 

18.6 

Medicaid 

0.0 

S.4 

S.6 

6.4 

8.7 

10.8 

Other 

11  6 

6.7 

6.6 

6.2 

5.7 

4.3 

Subtotal 

11.6 

28.8 

29.1 

29.3 

31.3 

33.7 

State  and  Local 

Medicaid 

0.0 

4.5 

4.6 

4.9 

6.5 

8.1 

Other 

13.2 

7.9 

84 

8.2 

7.7 

6.4 

Subtotal 

13.2 

124 

13.0 

13  1 

14  2 

K.5 

Total 

100  0 

100  0 

100.0 

100.0 

100.0 

100.0 

Average  Annual  Growth  Kate  from  Previous  Year  Shown  (Percent) 

Private 

11.2 

7.9 

10.3 

7.2 

8.9 

Federal 

Medicare 

n.a 

86 

10.1 

10  6 

11  0 

Medicaid 

n.a 

9.8 

15.4 

27  9 

126 

Other 

93 

8.0 

6.1 

6.1 

5.7 

All  federal 

18.6 

8.7 

10.7 

13  7 

10.6 

State  and  Local 

Medicaid 

n.a 

9.2 

12.2 

27  9 

12.6 

Other 

9.6 

10.0 

9.8 

6: 

7.1 

All  state  and  local 

12.3 

97 

10  7 

14  7 

9.9 

National  Health  Expenditures 

12.7 

8.3 

10.5 

10.1 

9.6 

Memofar>dum: 

Average  Annual  Growth  of  GDP  (Percent) 

9.2 

7.5 

6.7 

37 

5.8 

SOUKCC      Congrettioojf  Budget  Office. 

NOTES      DttJtti  may  not  add  to  tot  J  It  b«C  Jut«  o<  rou  r»din9 

n  J.  s  not  jpplicab]*:  GDP  =  grOft  domeitiC  produa 
a  Pro|«ct«d. 
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after  a  period  of  slower  growth  in  the  late 
19806.  Inpatient  admissions  per  enrollee  -re 
expected  to  resume  growing,  and  DRG  pay- 
ment rates  are  projected  to  increase  more 
quickly  than  in  the  recent  past.  Inpatient 
admissions  of  people  over  age  65  have  fallen 
from  404  per  thousand  in  1983  to  350  per 
thousand  in  1991,  but  CBO  projects  that  ad- 
missions of  elderly  patients  will  grow  to  374 
per  thousand  by  2000.  Since  1986,  Medicare 
DRG  payment  rates  have  been  increased  more 
slowly  than  a  price  index  (called  the  hospital 
'*market  basket**  or  "input  price  index**)  that  is 
used  to  track  hospital  operating  costs.  DRG 
rate  increases  were  held  below  this  price  index 
during  portions  of  the  1980s,  but  beginning  in 
1995,  according  to  current  law,  hospitals  are 
scheduled  to  begin  receiving  DRG  rate  in- 
creases baaed  on  the  full  price  index,  which 
will  add  to  Medicare  costs. 

Medicare  Part  B  has  paid  for  physician  ser- 
vices in  the  past,  based  on  the  reasonable  and 
customary  fees  for  the  services  provided  in  the 
physician's  locality.  This  system  has  been 
criticized  for  making  inequitable  allocations  of 
payments  between  primary  and  specialty 
services,  and  by  region. 6  For  example. 
Medicare  paid  for  certain  intensive  techno- 
logical procedures  and  surgeries  much  more 
generously  than  it  did  for  consultative  visits. 

Medicare  began  changing  its  method  of  pay- 
ing physicians  in  1992.  The  new  system  is 
based  on  a  fee  schedule  with  set  payments  for 
services,  adjusted  for  differences  in  practice 
costs  in  different  parts  of  the  country.  The  fees 
are  based  on  an  outside  determination  of  the 
relative  values  of  each  service.  A  feature  of 
the  new  system  is  that  the  fees  are  expected  to 
grow  according  to  a  price  index;  if  overall  pay- 
ments grow  more  rapidly  than  a  predeter- 
mined target  rate  in  a  year,  the  growth  of  fees 
for  succeeding  years  may  be  reduced.  Al- 
though the  Congressional  Budget  Office  ex- 
pects some  redistribution  of  payments  among 
physician  specialties  and  regions  of  the  coun- 


6.    See.  for  «Mmp1c.  Phyaiciin  Pajrmcnt  Review  Commit- 
tion.  Annual  Rtpcrt  to  Congrttt  {199V,  p.  I 


try,  CBO  projects  only  small  reductions  in 
total  payments  to  physicians  from  the  new 
system.  Part  B  payments  for  physicians, 
which  total  about  two-thirds  of  Part  B  spend- 
ing, are  projected  to  grow  at  about  12  percent 
a  year  during  the  1 990s. 

The  second  largest  component  of  Medicare 
Part  B  is  outpatient  hospital  payments,  which 
account  for  about  20  percent  of  Part  B  spend- 
ing. CBO  projects  that  outpatient  hospital 
payments  on  beh&lf  of  Medicare  beneficiaries 
will  continue  growing  about  18  percent  a  year 
in  the  projection  period.  Overall  Part  B  ex- 
penditure stabilizes  at  a  13  percent  a  year  rate 
of  growth  in  the  1993-2000  period. 

Medicaid.  Medicaid  fmances  health  care  for 
some  of  the  nation's  poor  and  is  administered 
by  the  states  under  broad  federal  guidelines. 
The  states,  which  pay  43  percent  of  total 
Medicaid  costs,  can  exercise  considerable  dis- 
cretion in  deciding  whom  and  what  to  cover, 
and  eligibility  rules  and  coverage  vary  widoly. 
Federal  Medicaid  spending  has  grown  very 
rapidly  in  receut  years-21  percent  in  1990,  29 
percent  in  1991,  and  an  estimated  26  percent 
in  1992.  CBO  projects  that  Medicaid  growth 
will  slow  to  about  12  percent  a  year  by  2000, 
but  Medicaid's  share  of  national  health  ex- 
penditures will  rise  from  11  percent  in  1990  to 
more  than  19  percent  in  2000. 

Population  and  cost  pressures,  legislated 
extensions  of  eligibility,  legal  decisions  re- 
quiring increased  payments,  and  the  fiscal 
pressures  that  push  state  and  local  govern- 
ments to  get  the  most  funds  from  the  federal 
government  all  drive  rapid  growth  in  Medic- 
aid spending.  In  the  short  term,  the  extra- 
ordinary growth  between  1990  and  1993 
stems  partly  from  so-called  disproportionate 
share  payments  and  tax  and  donation  pro- 
grams. Disproportionate  share  payments  are 
supplementary  amounts  allotted  to  ho.<ipitals 
that  serve  unusually  large  numbers  of  in- 
digent and  uninsured  patients.  Legislation 
enacted  in  1990  extended  these  payments  and 
gave  states  great  latitude  to  designate  hos- 
pitals that  qualify  and  placed  some  limits  on 
total  payments.    Many  states,  too,  have 


312 


46  PROJECTIONS  OF  NATIONAL  HEALTH  EXPENDITURES 


discovered  a  mim-bonanza  in  tax  and  dona- 
tion programs  since  1990.  Such  programs  in- 
volve  raising  Medicaid  reimbursements  and 
simultaneoiisly  levying  special  taxes  on  pro- 
viders. States  have  used  such  arrangements 
as  a  tool  to  obtain  the  highest  possible  federal 
matching  payments.  These  complicated  tac- 
tics were  oirtailed  by  Public  Law  102-345,  en- 
acted in  1991,  which  requires  that  any  such 
levies  be  bn.jd-based  and  cape  the  proportion 
of  state  Medicaid  spending  that  states  can  fi- 
nance. 

But  even  after  these  extraordinary  growth 
rates  taper  off,  longer-run  pressures  persist. 
Recent  expansions  in  eligibility,  particularly 
for  poor  children,  will  continue  to  raise  the 
number  of  people  who  are  eHgible.  States  may 
keep  shifting  programs  that  they  formerly 
funded  for  mental  health,  testing,  and  so  forth 
into  Medicaid  to  gain  the  federal  match. 
Many  states  now  run  outreach  programs  to 
alert  potential  beneficiaries  to  their  eligi- 
bility. The  impacts  of  provisions  for  nursing 
home  reform  (enacted  in  1987  but  only  re- 
cently effective)  remain  uncertain.  And  fi* 
nally,  a  rash  of  lawsuits  has  resulted  in  sharp- 
ly higher  reimbursements  under  a  1980 
amendment  requiring  that  Medicaid  pay- 
ments to  providers  be  "reasonable  and  ade- 
quate.** Pressures  for  increased  Medicaid  pay- 
ments will  continue  to  inflate  the  coets  of  the 
program. 

Other  Federal  Funding.  The  Department  of 
Defense,  the  Department  of  Veterans  Affairs 
(VA),  and  the  National  Institutes  of  Health 
spend  most  of  the  rest  of  federal  health  funds, 
which  CBO  expects  will  grow  at  about  the 
same  rate  as  GDP  in  the  projection  period, 
from  $41  billion  in  1990  to  $73  bilUon  in  2000. 
CBO  projects  that  slow  growth  in  VA  hospital 
spending  and  declines  in  health  insurance  en- 
rollment through  the  Department  of  Defense 
will  help  restrain  the  total  cost. 


OctoUr  1992 


State  and  Local  Government 
Financing 

CBO  projects  that  total  sUte  and  local  funding 
for  health  will  grow  at  double-digit  rates 
through  the  mid-1990B,  before  tapering  off  to 
about  9  percent  a  year  in  2000.  These  growth 
rates  are  considerably  higher  than  the  growth 
expected  in  state  and  local  revenues  outside  of 
federal  Medicaid  payments.  Under  current 
policies,  therefore,  unless  taxes  are  increased, 
states  are  likely  to  have  very  little  room  to 
expand  nonhealth  spending. 

Medicaid.  CBO  assumes  that  Medicaid  costs 
at  the  state  and  local  level  will  grow  at  the 
same  rate  as  federal  payments,  and  expects 
that  the  current  ratio  of  state  and  local  Medic- 
aid funding  to  federal-43  percent  to  57  per- 
cent-will remain  constant.  States'  efforts  to 
increase  the  effective  federal  matching  rate 
through  tax  and  donation  schemes  are  not  ex- 
pected to  result  in  any  further  increase  in  the 
federal  share. 

Other  State  and  Local  Health  Payments. 
Other  expenditures  by  state  and  local  govern- 
ments for  health  care  include  workers'  com- 
pensation, direct  support  of  pubHc  hospitals 
and  school  health  programs,  and  public  health 
efforts.  CBO  projects  that  state  and  local 
spending  other  than  Medicaid  will  grow  less 
rapidly  than  national  health  expenditures  as 
a  whole.  The  other  state  and  local  share  of  na- 
tional health  expenditures  thus  declines  from 
8.2  percent  in  1990  to  6.4  percent  in  2000. 
Despite  the  declining  share  of  total  spending 
on  health,  other  state  and  local  spending  is  ex- 
pected to  grow  more  rapidly  than  GDP,  aver- 
aging 7  percent  growth  a  year  in  the  1990s 
compared  with  5.4  percent  average  annual 
growth  in  GDP. 
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HEALTH  CARE  FACT  SHEETi  1901  NATIONAL  HEALTH  SPENDING 


NATIONAL  HEALTH  EXPENDITURES,  1901 

In  1991,  national  health  spending  totalled  $751.7  billion  and  accounted  for 
13.2  percent  of  the  GroM  Domertic  Product  (GDP).  The  Nation'^  health 
•petxUng  increaaed  by  11.4  percent  between  1990  and  1991.  Thii  mariu  the 
fourth  conaecutive  year  of  double  digit  growth.  Since  1988  health  tpending  had 
grown  from  10.9  percent  of  GDP  to  iU  current  level  of  13.2  percent.  Recent 
projection*  by  the  Health  Care  Financing  Adminirtration  (HCFA)  and  the 
Congreeeional  Budget  Office  (CBO)  indicate  that  the  Nation*f  health  bill  may 
equal  18  percent  of  GDP  by  2000. 

HEALTH  CARE  SERVICES 

In  1991,  88  percent  of  all  health  epending  ($660  billion)  was  for  personal 
health  care-senrioee  used  to  treat  or  prevent  disease  in  individuals.  The 
remaining  12  percent  ($92  billion)  was  spent  on  health  program  administration; 
administrative  costs  and  profits  earned  by  private  health  insurers; 
noncommercial  haalth  research,  such  as  Federal  funding  for  the  National 
Institutes  of  Health;  new  construction  of  health  facilities  and  government  public 
health  activities. 

Four  m^or  service  categories  accounted  for  moat  of  health  spending: 
hospital  services,  physician  services,  drugs  and  other  nondurable  medical 
supplies,  and  nursing  home  care.  These  four  categories  accounted  for  73  percent 
of  total  spending.  Table  1  displays  national  health  spending  by  miyor  spending 
category. 

SOURCES  OF  PAYMENT  FOR  HEALTH  SPENDING 

Private  spending  amounted  to  56  percent  of  all  health  spending,  with 
private  health  insurance  and  individuals*  out-of<pocket  payments  accounting  for 
almost  all  of  this  share.  Government  spending  represented  the  remaining  44 
percent,  with  the  Federal  Government  paying  for  30  percent  of  the  total  and 
SUte  and  local  govemmenU  paying  14  percent.  Medicare  and  Medicaid 
spending  accounted  for  two-thii^  of  total  government  health  spending.  Table 
2  displays  national  health  spending  by  migor  payer. 
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CONTROLLING  HEALTH  CARE  COSTS 


SUMMARY 


Inflation  in  the  medical  sector  has  outpaced  inflation  in  the  rest  of  the 
economy  for  many  years.  There  are  concerns  that  continued  growth  in  health 
care  costs  could  impede  efforts  to  improve  access  to  health  care  and  could 
eventually  erode  the  access  that  already  exists.  While  efforts  to  control 
medical  spending  have  been  a  central  issue  in  health  policy  at  least  since  the 
early  1970s,  these  concerns  have  given  the  issue  a  new  urgency. 

Most  proposals  to  limit  health  care  spending  have  relied  on  one  of  four 
basic  approaches.  The  first  is  to  change  the  behavior  of  consumers  by  holding 
them  directly  responsible  for  a  larger  portion  of  the  costs  of  their  own  care. 
Increases  in  required  deductible  and  coinsurance  pajonents  by  enroUees  in 
health  plans  can  reduce  overall  costs.  However,  they  may  have  a 
disproportionate  impact  on  low-income  persons,  deterring  even  necessary  care, 
and  may  not  affect  thcf  treatment  decisions  of  providers,  who  control  much  of 
total  health  spending. 

The  second  major  approach  is  to  change  provider  behavior  through  direct 
modification  of  medical  practice,  or  by  controlling  the  overall  supply  of  medical 
resources.  Insurers  have  had  some  success  in  controlling  inpatient  hospital 
services  through  external  review  systems,  but  savings  have  been  largely  offset 
by  a  growth  in  outpatient  services.  These  have  proved  harder  to  manage,  in 
part  because  there  is  little  agreement  about  what  constitutes  appropriate  care. 
There  are  hopes  that  further  research  on  the  effectiveness  of  medical 
treatments  can  provide  a  basis  for  limiting  unnecessary  care.  If  reductions  in 
utilization  are  to  achieve  their  full  savings  potential,  however,  they  may  need 
to  be  accompanied  by  controls  on  the  overall  supply  of  medical  resources. 
Supply  controls  through  local  health  planning  systems  were  attempted  in  the 
1970s,  but  encountered  political  barriers  and  had  limited  success. 

The  third  cost  control  approach  is  to  change  prcvi<?2r  behavior  through 
reimbursement  systems  that  provide  incentives  for  greater  efficiency.  Several 
States,  as  well  as  Canada  and  other  nations,  have  adopted  payment  systems 
that  fix  in  advance  the  resources  a  provider  can  consume  in  treating  an 
individual  patient  or  an  entire  patient  population.  These  systems  may 
encourage  more  cost-effective  treatment,  but  may  also  delay  the  introduction 
of  new  medical  technologies  or  otherwise  compromise  quality.  Their  long- 
term  potential  for  cost  savings  may  rest  on  the  willingness  of  the  public  to 
accept  trade-offs  between  cost  and  other  priorities. 

The  last  major  approach  is  to  encourage  consumers  to  choose  from  among 
multiple  health  plans  that  compete  on  the  basis  of  their  ability  to  develop 
structured  and  efficient  delivery  systems.  Health  maintenance  organizations 
(HMOs)  and  other  managed  care  systems  have  shown  some  ability  to  control 
costs,  using  utilization  controls,  financial  incentives  for  providers,  and  other 
methods.  The  ability  of  these  programs  to  achieve  their  full  savings  potential 
may  be  limited  by  the  reluctance  of  higher-cost  patients  to  accept  the 
restrictions  on  choice  of  providers  imposed  by  HMOs. 
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CONTROLLING  HEALTH  CARE  COSTS 


INTRODUCTION 

The  United  Statm  spends  more  per  capita,  and  a  greater  proportion  of 
ita  groaa  domeatic  product  (GDP),  on  medical  care  than  any  other 
induetrialized  nation.  US.  health  expenditures  in  19S7  reached  $500  billion, 
11.1  percent  of  GDP,  as  compared  to  8.6  percent  in  Canada,  6.8  percent  in 
Japan,  and  6.1  percent  in  the  United  Kingdom.'  Despite  its  higher 
expenditures,  the  United  States  performs  no  better  than  other  industrialized 
nations,  and  worse  than  many,  on  such  measures  of  h-^jilth  care  outcomes  as 
life  expectancy  or  infant  mortality  rates.  These  international  comparisons 
have  led  many  observers  to  conclude  that  our  medical  care  system  it  much 
less  efHcient  than  those  elsewhere,  spending  more  for  less. 

Not  everyone  would  agree.  Gross  measures  of  health  status  may  reflect, 
not  the  relative  efficiency  of  our  medical  care  system,  but  other  differences 
between  the  United  States  and  other  countries.  Life  expectancy,  for  example, 
may  be  tied  to  diet  or  environment,  while  infant  mortality  rates  may  in  part 
reflect  such  factors  as  the  rate  of  teenage  pregnancy.  Other  aspects  of  quality 
may  not  be  captured  by  these  measures  at  all.  For  example,  Americans  (or  at 
least  insured  Americans)  may  have  greater  access  to  advances  in  medical 
technology  than  persons  in  other  countries  or  may  be  less  likely  to  have  tc 
wait  for  non-emergency  treatment.  Assessing  the  efficiency  of  the  American 
system  depends  in  part  on  how  one  defines  quality,  a  problem  that  will  be 
considered  further  at  the  end  of  this  report. 

Whatever  the  relative  quality  of  American  medical  care,  there  are 
concerns  about .  the  rate  at  which  health  expenditures  are  increasing. 
Inflation  in  the  medical  sector  has  outpaced  inflation  in  the  rest  of  the 
economy  for  many  years.  National  health  expenditures  rose  an  average  of  }  3 
percent  a  year  from  1970  through  1981.  The  rate  of  growth  declined  over  ihi 
next  several  years,  chiefly  because  of  a  decline  in  inpatient  hospital 
admissions.  Between  1984  and  1985  total  costs  rose  just  7.9  percent,  the 
lowest  annual  rate  of  increase  since  the  enactment  of  Medicare  and  Medicaid 
in  1965  (though  still  greater  than  the  growth  in  GDP).  This  moderation  in 
expenditure  growth  proved  short-lived.  Costs  rose  9.8  percent  in  1987,  and 
employers  and  insurers  have  reported  dramatic  cost  increases  over  the  next 


'Schieber,  George  J.,  and  Jean-Pierre  Poullier.  International  Health  Care 
Expenditure  Trends:  1987.  Hfalth  Affairs,  v.  8,  no.  3,  fall  1989.  p.  169-177. 
(Hereafter  cited  as  International  Health  Care  Expenditure  Trends:  1987.) 
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2  ytm.  For  example,  one  recent  survey  has  found  that  employers*  average 
cost  per  employee  for  health  benefits  rose  19  percent  in  1988.^ 

The  return  of  double^iigit  medical  care  inflation  after  a  temporary  respite 
has  led  to  concerns  that  continued  growth  in  medical  care  costs  could  impede 
efforts  to  improve  access  to  health  care  and  could  eventually  erode  the  access 
that  already  exists.  Many  employers  have  already  reduced  their  contribution 
to  employees*  insurance  expenses,  while  the  costs  of  public  insurance 
programs  are  consuming  an  increasing  share  of  State  and  Federal  budgets. 
Proposals  to  extend  coverage  to  the  uninsured  have  raised  concerns  that  any 
expansion  of  the  insured  population  might  lend  a  further  impetus  to  medical 
care  inflation,  as  did  the  enactment  of  Medicare  and  Medicaid  in  1965.  While 
the  issue  of  health  care  costs  and  ways  of  controlling  them  has  been  a  central 
one  in  health  policy  at  least  since  the  early  1970s,  these  recent  developments 
have  given  the  issue  a  new  urgency. 

This  report  examines  policy  options  for  controlling  the  increase  in  health 
care  costs  by  modifying  the  way  medical  care  is  delivered  or  financed.  Most 
proposals  have  relied  on  one  of  four  basic  approaches: 

•  Changing  the  behavior  of  consumers  by  holding  them  directly 
responsible  for  a  larger  portion  of  the  costs  of  their  own  care; 

•  Changing  provider  behavior  through  direct  modification  of  medical 
practice,  or  by  controlling  the  overall  supply  of  medical  resources; 

•  Changing  provider  behavior  through  reimbursement  systems  that 
provide  incentives  for  greater  efficiency; 

•  Changing  the  behavior  of  both  providers  and  consumers  by 
encouraging  consumers  to  choorj  from  among  multiple  health  plans 
that  compete  on  the  basis  of  thnr  ability  to  develop  structured  and 
efficient  delivery  systems. 

The  remainder  of  this  report  provides  an  overview  of  the  concepts 
underlying  these  basic  approaches  and  the  evidence  available  about  their 
ability  to  achieve  savings  and  their  potential  impact  on  access  and  quality  of 
care.  The  g^  atest  attention  is  devoted  to  the  last  of  the  four  strategies, 
competition,  because  this  approach  has  dominated  policy  discussion  in  recent 
years. 

The  report  does  not  consider  changes  outside  the  health  care  delivery 
system  that  could  directly  or  indirectly  affect  medical  care  expenditures.  For 
example,  the  incidence  of  illness  or  injury  might  be  reduced  through  public 
health  or  health  education  measures,  stronger  environmental  controls,  or 


^eisel,  Jerry.  Health  Benefit  Tab  Rises  19%  to  New  High.  Business 
Insurance,  Dec.  11,  1989.  p.  1. 
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improwi  Mfety  reguUtion,  ChMugm  in  the  civU  litigation  system  (i.e., 
malpractiet  reform)  could  reduce  the  practice  of  'defensive  medicine"  that  is 
alleged  to  result  in  tha  performance  of  unnecassaxy  teste  or  procedures.  Such 
maasuraa  mi|^t  well  play  an  important  role  in  any  comprehensive  initiative 
to  control  medical  care  spending.  They  are  omitted  in  order  to  allow  this 
report  to  focus  more  directiy  on  the  medical  care  to^stem  itself  and  on 
proposals  to  change  the  way  consumers  and  providers  behave  within  that 
system. 


COST  SHARING 

Proposals  to  hold  consumers  responsible  for  more  of  the  coste  of  their 
own  medical  care  begin  with  the  premise  that  comprehensive  insurance 
coverage,  largely  funded  by  employers  or  government,  has  distorted  the  health 
care  market  by  freeing  consumers  of  any  need  to  consider  the  utility  or  price 
of  the  services  they  are  consuming.  While  not  all  observers  share  the  view 
that  growth  in  health  care  coste  is  driven  by  consumer  choices,  there  are 
increasing  calls  for  measures  to  encourage  consumers  to  become  more 
conscious  of  the  price  and  utility  of  the  medical  services  they  use. 

There  are  two  broad  ways  of  doing  so.  The  first  is  to  require  consumers 
to  pay  a  higher  share  of  the  premiums  for  their  health  care  coverage,  thus 
giving  them  an  incentive  to  choose  the  most  efTiciently  operated  plan.  This 
approach  is  the  subject  of  the  final  section  of  this  memorandum.  The  second 
method,  considered  in  this  section,  is  to  make  consumers  pay  more  of  the 
direct  coste  of  the  services  they  use  by  increasing  the  deductibles  or 
coinsurance  paymente  required  under  their  insurance  plans. 

Increases  in  enroUee  cost-sharing  responsibility  can  reduce  overall  medical 
expenditures  only  if  they  deter  some  enroUees  from  obtaining  care. 
Otherwise,  they  merely  shift  expenses  from  the  insurer  to  the  consumer.^ 
The  m^or  study  of  the  impact  of  cost-sharing  on  health  care  utilization  and 
coste  was  the  Health  Insurance  Experiment  (HDB)  conducted  between  1974 
and  1982  by  the  RAND  Corporation,  under  contract  to  the  Health  Care 
Financing  Administration.  The  HIE  randomly  assigned  7,700  enrollees  to  a 
variety  of  health  insurance  plans,  including  a  plan  that  included  no  cost- 
sharing  (the  "free"  plan)  and  plans  requiring  coinsurance  paymente  ranging 
from  25  to  95  percent  (subject  to  overall  limite  on  out-of-pocket  expenditures). 


Deductibles  have  other  behavioral  effecte  that  may  also  produce  cost 
savings.  Enrollees  whose  coste  during  a  year  exceed  the  deductible  by  only  a 
small  margin  may  not  go  to  the  trouble  of  filing  a  claim.  Other  enrollees 
who  are  careless  in  record-keeping  may  be  unable  to  document  all  of  their  out- 
of-pocket  expenditures  and  may  therefore  spend  more  than  the  nominal 
deductible  before  the  insurance  takes  over. 
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The  key  findin^i  of  the  HIE  were  theee:^ 

•  CoetHiharing  reduced  the  probability  that  individuale  would  seek  care 
for  any  particular  medical  condition.  The  atrongett  deterrent  effecta 
occurrad  among  the  poor,  eapecially  poor  children.  They  were  at 
leaat  40  percent  leaa  likely  to  obtain  care  for  a  given  condition  than 
children  in  the  free  plan. 

•  Coet-eharing  deterred  enrolleea  from  obtaining  both  "appropriate*  and 
"inappropriate"  medical  care.  Low-income  enrolleea  in  the  coet- 
sharing  plana  were  leaa  likely  to  aeek  care  for  conditiona  for  which 
medical  care  ia  hi^^y  effective,  as  well  as  for  conditiona  for  which 
medical  care  is  rarely  effective.  Those  in  the  coat-sharing  plana  had 
worae  outcomea  for  specific  conditiona  (such  aa  hypertension)  that 
can  be  improved  by  medical  treatment. 

•  VfhWe  cost-sharing  prevented  enrolleea  from  initiating  an  episode  of 
medical  care,  it  did  not  change  the  course  of  treatment  once  an 
individual  had  entered  the  medical  care  aystem.  Within  any  given 
episode  of  care,  the  coet-sharing  enrollees  received  the  same  services 
and  medications  aa  other  patienta. 

These  findings  raise  several  important  concerns  about  the  utility  of  cost- 
sharing  as  an  approach  for  reducing  medical  expenditures.  First,  as  would  be 
expected,  its  impact  is  greatest  on  enrolleea  with  the  leaat  income.  This  effect 
might  be  modified  by  developing  cost-sharing  requirementa  that  varied  by 
income.  Such  a  system  might  be  administratively  cumbersome  for  employers 
or  insurers.  It  might  alao  defeat  ita  own  purpoae,  since  cost-sharing  may  not 
reduce  utilization  unless  it  is  financially  burdensome.  (The  HIE  enrollees  in 
the  least  burdensome  cost-sharing  plan  actually  incurred  slightly  higher  costs 
than  those  in  the  free  plan.) 

Second,  cost-sharing  may  deter  necessary  as  well  as  unnecessary  care. 
The  goal  of  making  consumers  more  prudent  in  their  use  of  health  cervices 
may  demand  a  degree  of  sophistication  about  the  value  of  different  services 
that  not  all  enrollees  possess.  There  have  been  attempta  to  develop  more 
carefully  targeted  cost-sharing  systems,  to  control  only  inappropriate 
utilization  or  to  channel  utilization  in  particular  ways.  For  example,  a  higher 
coinsurance  amount  may  be  imposed  for  emergency  room  visits,  in  order  to 
prevent  enrollees  from  using  the  emergency  room  for  non-urgent  care;  this 
approach  is  common  in  health  maintenance  organizations  (HMOs)  and  has 


^This  summary  is  drawn  from  Lohr,  Kathleen,  et  al.  Use  of  Medical  Care 
in  the  RANP  Health  Insurance  Experiment:  Diagnosis  and  Service-Specific 
Analyses  in  a  Randomized  Controlled  Trial.  Medical  Cart,  v.  24,  no.  9, 
(Supplement)  Sept,  1986.  p.  S74-S77;  and  Brook,  Robert  H.,  et  al.  Does  Free 
Care  Improve  Adults*  Health?:  Results  From  a  Randomized  Controlled  Trial. 
New  England  Journal  of  Medicine,  v.  309,  no.  23,  Dec.  8,  1983,  p.  1426-34. 
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been  adopted  by  tome  State  Medicaid  plana.  It  is  not  certain,  however,  that 
even  iuch  narrower  meaaurea  will  deter  only  unnecessary  care. 

Finally,  and  perhapa  most  important  from  the  perspective  of  cost 
reduction,  coat-sharing  may  not  modify  the  course  of  care  once  treatment  has 
begun,  presumably  because  the  decision-making  has  generally  shifted  from  the 
patient  to  the  physician.  This  finding  of  the  HIE  is  partly  a  result  of  the 
design  of  the  experiment.  Regardleaa  of  the  level  of  coat-sharing  required, 
each  plan  had  an  out-of-pocket  limit,  a  point  beyond  which  the  insurer 
assumed  full  responsibility  for  all  further  expenses.  In  the  absence  of  such 
a  limit,  enrolleea  might  have  been  more  likely  to  decline  the  services  ordered 
by  their  physicians.  At  the  same  time,  however,  the  most  severely  ill  would 
have  been  subject  to  catastrophic  financial  losses. 

Most  medical  care  costs  are  incurred  by  a  small  minority  of  patients.*  A 
cost-sharing  system  without  catastrophic  limiU  will  leave  that  minority 
unprotected,  while  a  system  with  limits  on  out-of-pocket  expenses  may  have 
a  minimal  effect  on  the  total  costs  of  care  once  treatment  has  been  initiated. 
The  problem  of  controlling  the  costa  of  ongoing  treatment  is  the  subject  of 
the  next  section. 


CHANGING  MEDICAL  PRACTICE 

Because  most  medical  care  purchasing  decisions  are  made  by  physicians 
and  other  providers,  rather  than  by  the  patients  themselves,  savings  might  be 
achieved  if  unnecessary  services  could  be  eliminated  through  external  review 
of  those  decisions  or  through  efforts  to  modify  the  providers'  own  decision- 
making. 

External  Utilization  Controla 

The  term  "utilization  controls"  embraces  a  variety  of  external  constraints 
imposed  by  a  payer  on  the  volume  or  nature  of  services  furnished  or  ordered 
by  providers.^  These  include: 


*In  1978,  10  percent  of  U.S.  families  accounted  for  67  percent  of  total 
health  expenditures.  U.S.  Congress.  Congressional  Budget  Office. 
Catastwphic  Medical  Expenses:  Patterns  in  the  Non-Elderly,  Non-Poor 
Population.  Washingtr    'T.S.  Govt.  Print.  Off.,  Dei   1982.  p.  xviii. 

These  techniques  sometimes  referred  to    >y  health  insurers  as 

"managed  care."     Oth  fstrict  the  term  "managed  care"  to  the  more 

aggressive  interventior  he  health  care  system  represented  by  HMOs  or 

similar  entities.  This  u  sense  in  which  the  term  will  be  used  later  in  this 
report. 
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•  Pre-admission  certification  for  elective  inpatient  stays; 

•  Concurrent  review,  under  which  patienU  already  admitted  to  the 
hospital  are  monitored  to  ensure  the  appropriateness  of  their 
continued  stay; 

•  Voluntary  or  mandatory  second  opinions  before  elective  surgery; 

•  Case  management,  under  which  the  payer  or  the  payer's  agent 
attempts  to  assume  control  of  the  overall  delivery  of  services  to  an 
individual  high-cost  patient; 

•  Various  approaches  for  shifting  the  locus  of  care  from  high-cost  to 
low-cost  settings.  These  include  requirements  that  certain  surgical 
procedures  be  performed  on  an  outpatient  basis,  or  that  diagnostic 
testa  ordinarily  required  for  inpatients  be  conducted  before  the 
patient  is  admitted  to  the  hospital. 

Utilization  controls,  especially  pre-admission  certification  and  concurrent 
review,  have  become  a  standard  feature  of  health  insurance  plans  during  the 
19808.  They  are  now  used  in  the  Medicare  program,  in  29  State  Medicaid 
programs  (as  of  1987),  and  in  72  percent  of  employer-sponsored  health  plans 
(as  of  1988),  up  from  59  percent  just  a  year  earlier.'  Despite  the  rapid 
adoption  of  utilization  control  systems  by  both  public  and  private  payers,  they 
have  received  little  systematic  study,  and  evidence  that  they  actually  reduce 
spending  is  limited.  Pre-admission  review  has  the  strongest  track  record;  one 
controlled  study  found  that  it  produced  net  savings  for  an  average  employee 
group  of  7.3  percent,  with  even  higher  savings  for  groups  that  had  very  high 
utilization  before  the  programs  were  initiated.*  The  evidence  on  iome  of  the 
other  approaches  is  less  clear.  For  example,  some  studies  have  suggested  that 
voluntary  second  surgical  opinion  programs  may  not  deter  enough 
unnecessary  surgery  to  offset  the  costs  of  the  second  opinions  themselves; 
mandatory  programs  appear  to  be  more  successful.^ 


''Lindsey,  Phoebe  A.  Medicaid  Utilization  Control  Programs:  Results  of 
a  1987  Study.  Health  Care  Financing  Review,  v.  10,  no.  4,  summer  1989. 

p.  79-92;  and  Gabel,  Jon,  et  al.  Employer-Sponsored  Health  Insurance  in 
America.  Health  Affairs,  v.  8,  no.  2,  summer  1989.  p.  116-128. 

•Feldstein,  Psul,  Thomas  Wickizer,  and  John  Wheeler.  Private  Cost 
Containnient:  The  Effects  of  Utilization  Review  Programs  on  Health  Care 
Use  and  Expenditures.  New  England  Journal  of  Medicine,  v.  318,  no.  20,  May 
19,  1988.  p.  1310-14. 

*For  a  review  of  the  literature,  see  Ermann,  Danny.  Hospital  Utilization 
Review:  Past  Experience,  Future  Directions.  Journal  of  Health  Politics, 
Policy  and  Law,  v.  13,  no.  4,  winter  1988.  p.  683-704. 


324 


CRS.7 


There  are  alto  concerns  that  even  the  moft  succeMful  utilization  control 
approaches  focus  only  on  inpatient  care  and  may  merely  shift  the  site  in 
which  care  is  delivered  without  fundamentally  changing  medical  practice.^®  If 
a  reduction  in  inpatient  admissions  is  followed  by  an  increase  in  outpatient 
services,  savings  may  be  only  temporary;  soon  costs  may  begin  to  rise  again 
as  rapidly  as  before.  One  observer  has  argued  that,  because  technologies  that 
were  once  available  only  in  hospitals  are  now  widely  difluswl  in  the 
community,  the  hospital  is  no  longer  the  appropriate  focus  of  cost- 
containment  efforU.  At  the  same  time,  however,  utilization  controls  for 
ambulatory  services  have  been  slow  to  develop.  In  part,  this  is  because  most 
ambulatory  services  have  relatively  small  prices.  The  administrative  costs  of 
reviewing  each  service  may  outweigh  any  potential  savings."  Soma  insurers 
have  begun  to  require  prior  authorization  for  the  most  costly  outpatient 
services,  such  as  CAT  scans  or  other  miuor  diagnostic  procedures.  Whether 
such  measures  are  actually  producing  savings  is  not  yet  known. 

Utilization  controls  face  another  barrier  that  may  be  even  more 
important  than  administrative  cosU:  the  subjective  nature  of  medical 
practice.  Each  patient  is  somehow  unique,  and  external  reviewers  may  have 
difficulty  overriding  the  clinicaJ  judgmenU  of  individual  practitioners  in 
specific  cases.  This  may  be  especially  true  when  ther  v  is  little  consensus 
about  the  most  appropriate  treatment  for  a  given  condition,  a  problem  to  be 
discussed  in  the  next  section.  In  any  event,  some  observers  have  contended 
that  a  persistent  physician  who  is  prepared  to  appeal  a  denial  of 
authorization  will  often  prevail.  (The  relative  leverage  of  the  individual 
practitioner  may  have  been  enhanced  by  recent  legal  decisions  subjecting 
external  utilization  control  agenU  to  malpractice  liability  for  denials  of 
necessary  care.)  In  consequence,  utilization  review  may  function  as  a  delaying 
uctic  rather  than  an  absolute  control,  achieving  savings  only  because  some 
physicians  will  not  Uke  the  trouble  to  protest  the  reviewers*  decisions.  The 
result  has  been  termed  "rationing  by  inconvenience." Such  savings  as  are 
achieved  may  diminish  over  time  as  physicians  become  more  skillful  in  dealing 
with  the  system. 

For  this  reason,  some  analysU  have  suggested  that  savings  over  a  longer 
term  may  depend  on  the  extent  to  which  providers  'sign  on'  to  the  concept 


^^or  a  discussion  of  this  issue,  see  Institute  of  Medicine.  Controlling 
CosU  and  Changing  Patient  Care?  The  Role  of  Utilization  Management. 
Washington,  I9S9. 

"Goldsmi  Jefr  C.  Competition's  Impact:  A  Report  from  the  Front. 
HeaUh  Affain,  v.  7.  no.  3.  summer  1988.  p.  162-173. 

"Grumet.  Gerald  W.  Health  Care  Rationing  Through  Inconvenience:  The 
Third  Party's  Secret  Weapon.  New  England  Journal  of  Medicine,  v.  321.  no 
9.  Aug.  31,  1989.  p.  607-11. 
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of  eliminating  unnecesMiy  wrvicet.  In  view,  real  utilization  control  will 
require  voluntary  changaa  in  the  way  physicians  practice  medicine. 

Modifying  Pnctioe  StylM 

Beginning  in  the  1970t,  studies  by  Wennberg  and  others  showed  that 
there  was  substantial  geographic  variation  in  the  rate  of  use  of  specifi 
medical  or  surgical  procedures.  For  example,  the  rate  of  tonsillectomies  in 
one  area  of  New  Engjand  was  six  times  higher  than  the  lowest  rate  in  the 
region.^'  While  some  of  the  variations  uncovered  in  *sm«Il  area  analysis* 
might  be  attribuUble  to  differences  in  the  incidence  of  illness  in  different 
populations,  this  explanation  appeared  to  be  insufTicient  to  account  for  all  the 
variation;  some  other  factors  had  to  be  at  work.  One  hypothesis  was  that 
physicians  in  different  areas  had  different  "practice  styles*  Each  community 
had  iu  own  medical  culture,  iu  own  characteristic  way  of  diagnosi«tg  or 
treating  particular  diseases  or  conditions.  Physicians  adopted  th^  practice 
style  of  their  community  in  the  absence  of  firm  and  objective  information 
about  which  treatment  approach  was  actually  superior. 

Other  explanations  have  been  offered  for  small  area  variations  in  medical 
practice;  these  will  be  discussed  further  below.  However,  the  practice  style 
hypothesis  has  won  many  supporUrs  and  has  led  to  proposals  for  controlling 
medical  care  costs  by  (a)  improving  knowledge  of  the  relative  efficacy  of 
different  medical  treatmenU  and  (b)  disseminating  this  knowledge  to 
practitioners  in  the  expecUtion  that  they  will  modify  their  practice  styles 
accordingly.  The  Omnibus  Budget  Reconciliation  Act  of  1989  (P.L.  101-239) 
esUblishes  a  new  program  within  the  Department  of  Health  and  Human 
Services  for  research  on  the  effectiveness  of  medical  treatments  and  the 
development  of  practice  guidelines.  Not  all  of  the  proponenU  of  this 
initistive  view  it  as  a  cost-containment  measure.  Some  view  it  chiefly  as  a 
possible  way  of  improving  quality  of  care,  and  therefore  worth  pursuing 
whether  or  not  any  cost  savings  result.  The  following  discussion,  however, 
considers  only  the  potential  of  medical  practice  research  to  reduce  costs. 

To  have  a  significant  impact,  guidelines  will  need  to  address  areas  of 
practice  on  which  there  is  real  disagreement  among  physicians.  There  have 
been  some  efforts  in  the  past  to  codify  elements  of  medical  practice  on  which 
there  already  existed  a  consensus.  However,  if  most  physicians  already  agree 
on  the  best  treatmenU,  promulgating  that  agreement  in  the  form  of 
guidelines  may  not  have  a  measurable  impact  on  medical  practice.  (This 
appears  to  have  been  the  case,  for  example,  with  a  1984  consensus  report  on 


'Wennberg,  John,  and  Alan  Gittelsohn.  Variations  in  Medical  Care 
Among  Small  Areas.  Scientific  American,  v.  246,  Apr.  1982.  p.  120-134. 
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the  treatment  of  high  blood  pressure.")  For  this  reason,  the  treatment 
research  initiative  will  focus  on  conditions  for  which  there  is  found  to  be  a 
wide  variation  in  current  practice.  Because  the  Nation  is  just  beginning  to 
devote  significant  resources  to  research  on  the  outcomes  of  alternative  medical 
treatment*,  it  may  take  time  for  researchers  to  reach  agreement  in  cases 
where  practice  variation  is  the  result  of  real  scientific  uncertainty.  The  full 
potential  savings  from  this  strategy  might  therefore  be  realized  only  over  the 
long  term. 

Assuming  that  future  research  can  resolve  disagreements  over  appropriate 
treatment*,  there  would  remain  the  task  of  inducing  physicians  to  modify 
their  practices  voluntarily  on  the  basis  of  the  new  findings.  Some  success  in 
changing  practices  has  been  reported  when  physicians  have  been  introduced 
to  guidelines  through  structured  face-to*face  educational  programs  conducted 
by  respected  peers.**  Some  other  efforU  that  relied  only  on  printed  materials 
to  communicate  practice  recommendations  have  had  disappointing  results. 
Providers  could  be  aware  of  and  even  approve  the  recommendations  without 
making  significant  changes  in  practice.  It  is  possible  that  some  physicians 
may  encounter  barriers  in  implementing  even  guidelines  with  which  they 
nominally  agree.  These  may  include  concerns  about  malpractice  liability,  lack 
of  the  substitute  skills  or  the  special  equipment  needed  to  follow  the 
guidelines,  economic  incentives,  or  pressure  from  patients.**  These  barriers 
might  be  overcome  with  more  vigorous  educational  efforts.  Still, 
countervailing  economic  and  professional  pressures  may  limit  the  willingness 
or  ability  of  physicians  to  comply  voluntarily  with  treatment  guidelines. 

One  alternative  is  to  use  the  results  of  outcomes  research  as  the  basis  for 
mandatory,  rather  than  voluntary,  guidelines-that  is,  as  a  way  of 
strengthening  or  broadening  current  utilization  control  programs.  Proposals 
to  do  so  have  met  strong  opposition  from  the  medical  community,  on  the 
grounds  that  medicine  cannot  be  reduced  to  a  "cookbook*  and  that  to  compel 
physicians  to  comply  with  fixed  practice  rules  would  stifle  innovation.  In 


**Hill,  Martha  N.,  David  M.  Levine,  and  Paul  K.  Whelton.  Awareness, 
Use,  and  Impact  of  the  1984  Joint  National  Committee  Consensus  Report  on 
High  Blood  Pressure.  American  Journal  of  Public  Health,  v.  78,  no.  9,  Sept. 
1988.  p.  1190-94. 

**See  Chassin,  Mark  R.  SUndards  of  Care  in  Medicine.  Inquiry,  v.  25, 
no.  4,  winter  1988.  p.  437-453. 

**Lomas,  Jonathan,  et  al.  Do  Practice  Guidelines  Guide  Practice?  The 
Effect  of  a  Consensus  Sutement  on  the  Practice  of  Physicians.  New  England 
Journal  of  Medicine,  v.  321,  no.  19,  Nov.  9,  1989.  p.  I306-II;  and  Kosecoff, 
Jacqueline,  et  al.  EffecU  of  the  National  Institutes  of  Health  Consensus 
Development  Program  on  Physician  Practice.  Journal  of  the  American  Medical 
Association,  v.  258,  no.  19,  Nov.  20,  1987.  p.  2708-13. 
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addition,  there  would  remain  the  problem  of  achieving  sufficient  savings  to 
offset  the  administrative  costs  of  review  systems. 

Another  option  is  to  replace  servicc-by-service  utilization  review  with 
general  comparisons  of  each  physician's  practice  patterns  to  those  of  his  or 
her  peers.  Physicians  who,  over  time,  consistently  furnished  or  ordered  more 
of  certain  services  than  others  in  the  peer  group  would  be  targeted  for  closer 
scrutiny,  to  determine  whether  patterns  of  inappropriate  utilization  existed. 
Physicians  found  to  be  outliers  might  be  the  focus  of  special  educational 
efforts  in  the  hopes  of  inducing  voluntaTy  change.  Continued  noncompliance 
might  trigger  requirements  that  individual  services  receive  prior  authorization 
or  could  even  lead  to  exclusion  from  participation  in  a  given  public  or  private 
insurance  program. 

How  much  could  be  saved  if  all  inappropriate  services  were  eliminated? 
Some  studies  have  found  very  high  rates  of  unnecessary  care.  For  example, 
Chassin  et  al.,  in  a  thirteen-site  study,  found  that  17  percent  of  all  coronary 
angiographies  were  unnecessary;  for  other  procedures,  the  rate  of 
inappropriate  use  was  as  high  as  32  percent.  They  also  found,  however,  that 
the  unnecessary  care  explained  only  a  small  fraction  of  variations  in 
utilization  across  geographic  areas.  If  none  of  the  inappropriate 
angiographies  had  been  performed,  the  area  with  the  highest  use  of  this 
procedure  would  still  have  had  more  than  twice  the  number  of  angiographies 
as  the  lowest-use  area.  The  authors  suggest  that  other  factors  must  play  a 
part  in  this  difference:  disease  incidence,  differences  in  the  point  at  which 
primary  care  physicians  decide  to  refer  patients  to  specialists,  or  cultural  or 
social  differences  in  the  stage  at  which  patients  sought  care.*^  Another  multi- 
site  study  has  found  that,  while  practice  style  may  explain  differences  in 
utilization  of  certain  specific  procedures,  it  does  not  explain  overall  differences 
in  per  capita  use  of  medical  care  in  different  areas.  At  the  aggregate  level, 
standard  socioeconomic  factors  could  explain  much  of  the  difference  in  use 
and  intensity  of  services.'* 

These  preliminary  studies  suggest  that  there  could  be  underutilization  of 
services  in  some  areas,  while  there  is  overutilization  of  the  same  services  in 
other  areas.  Treatment  research  could  pinpoint,  not  only  cases  in  which 
unnecessary  services  could  be  eliminated,  but  also  cases  in  which  patients 
have  had  insufficient  access  (whether  physical  or  financial)  to  necessary  care. 
It  is  for  this  reason  that  some  proponents  of  outcomes  research  have 
emphasized  its  potential  impact  on  quality,  rather  than  its  potential  fr/  cost 


'^Chassin,  Mark  R.,  et  al.  Does  Inappropriate  Use  Explain  Geographic 
Variations  in  the  Use  of  Health  Care  Services?  Journal  of  th^  American 
Medical  Association,  v.  258,  no.  18,  Nov.  13,  1987.  p.  2533-2537.  ^ 

'•Folland,  Sherman,  and  Milan  Stano.  Sources  of  Small  Area  Venations 
in  the  Use  of  Medical  Care.  Journal  of  Health  Economics^  v.  J',  no.  1,  Mar. 
1989.  p.  85-107. 
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savings.  Precisely  because  there  is  uncertainty  about  the  relative  efficacy  of 
many  treatments,  it  may  be  too  early  to  say  whether  optimal  medicai 
treatment  would  involve  more  or  fe%ver  services  than  are  currently  furnished. 


SUPPLY  CONTROLS 

If  utilization  controls  or  practice  guidelines  succeed  in  limiting 
unnecesMuy  care,  the  full  potential  savings  from  any  reduction  in  the  number 
of  services  delivered  may  be  realized  only  if  there  is  a  proportionate  reduction 
in  the  resources  used  to  provide  those  services.  For  example,  changes  in 
medical  practice  in  the  late  1970s  and  early  1980s  led  to  a  decline  in 
inpatient  hospital  admissions  without  a  corresponding  reduction  in  hospital 
capacity.  The  result  in  many  areas  has  been  underutilized  facilities  spreading 
their  fixed  costs  across  a  declining  number  of  patients;  while  there  are  fewer 
patients,  the  cost  for  each  patient  rises  because  the  unused  capacity  must  still 
be  paid  for. 

In  addition,  the  existence  of  excess  capacity  may  generate  continuing 
pressures  to  find  some  new  way  of  using  that  capacity  and  restoring 
utilization  to  its  previous  levels.**  The  view  that  the  use  of  medical  services 
could  rise  to  fill  any  underused  resources  led  to  what  was  perhaps  the 
dominant  approach  to  cost  containment  in  the  1970s:  health  planning,  the 
regulation  of  facility  construction  and  other  capital  expenditures. 

In  1964,  New  York  became  the  first  State  to  establish  a  certificate-of- 
need  (CON)  program,  under  which  proposals  to  build  a  new  facility  or  expand 
an  existing  one  had  to  be  approved  by  a  government  agency.  Other  States 
followed,  and  a  1972  amendment  to  the  Social  Security  Act  provided  that 
facilities  in  those  States  proceeding  with  construction  without  obtaining  a 
CON  could  be  denied  Medicare  and  Medicaid  reimbursement  for  their  capital 
expenditures.  Finally,  the  Health  Planning  and  Resources  Development  Act 
in  1974  required  all  States  to  establish  similar  programs.  This  requirement 
was  repealed  in  1986,  along  with  all  Federal  support  for  State  health 
planning  programs.  States  may  continue  to  operate  programs  on  their  own; 
39  States  and  the  District  of  Columbia  still  do  so.  However,  Medicare 
reimbursement  is  no  longer  contingent  on  State  approval  of  capital 


'^The  view  that  hospital  admissions  rise  in  proportion  to  hospital  bed 
capacity  wm  originally  advanced  by  Milton  Roemer,  in  Bed  Supply  and 
^ospital  Utilization:  A  Natural  Experiment.  HospitaU,  v.  35,  no.  21,  Nov. 
li  .1961.  p.  36-42;  Some  more  recent  studies  have  concluded  that  the  relation 
bet^f^n  supply  and  utilization  may  not  be  as  straightforward  as  "Roemer *s 
law''  wouiW  ^^uggftst.  Brewer,  W.  Ross,  and  Mary  Anr.  -  Freedman.  Causes  and 
Implications  oi;  Variation  in  Hospital  Utilization.  Journal  of  Public  Health 
Policy,  V.  3,  no.  4,  Dec.  1982.  p.  445-454. 
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expenditures,  and  a  number  of  States  hsve  now  limited  their  reviews  to 
nursing  home  construction.** 

Several  factors  contributed  to  the  reversal  of  policy  on  health  planning. 
In  part,  it  fell  victim  to  the  general  preference  for  market  as  opposed  to 
regulatoiy  solutions  during  the  early  ld80s.  From  a  Federal  perspective,  the 
adoption  in  1983  of  Medicare's  prospective  payment  system  GPPS)  for 
inpatient  hospital  services  was  expected  to  offer  a  different  way  of  limiting 
health  care  resources;  this  approach  is  discussed  further  in  the  next  section.^^ 
Underlying  this  shift,  however,  were  claims  that  health  planning  had  been 
tried  and  bad  failed,  largely  because  of  conflicting  political  pressuras.  In 
many  areas,  the  oversupply  of  facilities  was  such  that  savings  would  have 
required,  not  just  limits  on  new  construction,  but  closure  or  consolidation  of 
existing  facilities.  Few  States  were  able  to  overcome  the  political  resistance 
to  such  closures.  Attempts  to  limit  duplication  of  services  or  the  spread  of 
new  technologies  often  faced  similar  barriers;  attempts  to  plan  for  the 
rational  distribution  of  resources  on  a  regional  basis  had  to  confront 
providers*  fears  of  losing  to  competitors  and  individual  communities*  desires 
for  the  most  up-to^ate  facilities.^ 

CON  programs  did  have  some  successes,  particularly  in  constraining  the 
growth  in  nursing  home  beds.    Because  State  Medicaid  programs  are  the 

major  source  of  payment  for  nursing  home  care.  States  had  a  strong  motive 
to  overcome  the  political  barriers  to  supply  constraint.  In  at  least  some 
States,  the  CON  process  was  explicitly  seen  as  a  Medicaid  cost-containment 
measure;  the  determination  of  the  number  of  nursing  home  beds  needed  was 
related  to  the  maximum  number  of  patients  the  State  was  prepared  to  cover 
Even  in  this  case,  however,  any  savings  were  achieved  by  holding  growth  in 
bed  supply  below  the  rate  of  growth  in  the  aged  population.  States  generally 
did  not  close  down  existing  capacity. 


^American  Hospital  Association.  State  Issues  Forum.  Staie  Health 
Planning  Report.  Chicago,  July  1989. 

^'The  inclusion  of  capital  expenditures  in  PPS  payments  has  been 
repeatedly  postponed.  .  ^ospitals  are  instead  paid  for  Medicare  capital  expenses 
on  a  reasonable  cost  basis,  subject  to  a  fuced  percentage  discount  (15  percent 
beginning  Jan.  1,  1990). 

^or  an  overview  of  the  barriers  to  health  planning,  see  Brown,  Lawrence 
D.  Common  Sense  Meets  Implementation:  Certiftcate-of-Need  Regulation  in 
the  States.  Journal  of  Health  PoliticM,  Policy  and  Law,  v.  8,  no.  3,  fall  1983. 
p.  480-494.  (Hereafter  cited  as  Common  Sense  Meets  Implementation.) 

^Feder,  Judith,  and  William  Scanlon.  Regulating  the  Bed  Supply  in 
Nursing  Homes.  Milbank  Quarterly,  v.  58,  no.  1.  1980.  p.  54-88. 
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R«cent  conc«m  about  the  rate  of  medical  care  coat  increasea  haa  led  to 
•ome  calla  for  a  revival  of  health  planning*  and  it  ia  conceivable  that  theae 
concema  mi|^t  eventually  be  aufHcient  to  overcome  the  political  barriera  faced 
by  health  plannera  in  the  paat  However,  not  all  of  the  problema  with  health 
planning  are  political  onea.  Effective  planning  mity  require  a  fuller 
underatanding  of  the  workingi  of  the  health  care  ayatem  than  it  currently 
available.  That  ayatem  ia  a  dynamic  one,  and  deciaiona  that  teemed  aenaible 
in  the  late  1970a  have  iometimea  had  unpredictable  effecU.  For  example, 
moat  planning  programa  focuaaed  on  inatitutional  aervicea  in  hoapitala  and 
nuraing  homea,  becauae  theee  were  the  migor  aourcea  of  expenditure,  and  did 
little  to  control  the  capital  ezpenditurea  of  community-baeed  phyaiciana  or 
clinica.  The  reaulting  growth  in  the  availability  of  hi|^-technology  facilities 
outaide  hoapitala  it  one  of  the  reaaona  that  recent  reductiona  in  inpatient 
utilization  have  been  offtet  by  increated  outpatient  cottt.  (Some  Statet  are 
now  applying  uniform  rule*  acroat  tettingt.) 

Moreover,  a  community't  needa  may  change  unpredictably.  New  York 
waa  more  tuccettful  than  moat  Statet  in  controlling  inpatient  bed  tupply;  it 
waa  one  of  the  few  Statea  in  which  hoapital  cloturet  occurred  on  a  planned 
baait.  While  the  number  of  community  hospital  beds  nationally  dropped  1.1 
percent  between  1977  and  1987,  the  number  in  New  York  dropped  9.9 
percent.'^  New  demands  on  these  facilities  in  the  1980a,  such  as  the 
appearance  of  AIDS  (acquired  immune  deficiency  syndrome)  and  the  rise  in 
drug-related  problems,  have  led  to  serious  overcrowding  in  tome  New  York 
hotpitalt.  The  reported  critit  in  New  York  illuttratet  one  of  the  potential 
constraints  on  the  planning  process.  On  the  one  hand,  it  may  be  necessary 
to  maintain  enough  excess  capacity  to  meet  unforeseen  needs  or  random 
fluctuations  in  demand.  On  the  other  hand,  this  excess  capacity  is  costly  to 
maintain  and  may  itself  generate  demand.  If  the  supply  of  a  given  kind  of 
service  is  sufficient  that  no  one  ever  has  to  stand  in  line  for  it,  then  the 
savings  from  health  planning  may  be  limited. 

The  fullest  potential  savings  from  health  planning  would  require  a  more 
controversial  step:  limiting  the  supply  of  health  resources  to  the  point  at 
which  patients  may  have  to  wait  for  some  period  to  obtain  needed  but  non- 
emergency services.  The  result  is  "queueing,**  the  delays  in  surgery  or  high- 
cost  diagnostic  procedures  that  are  alleged  to  occur  to  some  extent  in  Canada 
and  to  a  greater  extent  in  the  United  Kingdom.  The  degree  to  which 
queueing  actually  occurs  in  either  country'a  health  system  has  often  been 
debated  by  those  who  favor  or  oppose  adoption  of  a  similar  system  here. 
Some  people  say  that  essential  care  may  be  unavailable,  while  others  argue 
that  resource  limits  merely  oblige  providers  to  set  priorities  and  avoid 
unnecessary  services. 


^American  Hospital  Association.  Hospital  Statistics,  1978  and  1988 
editions. 
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Whatever  the  extent  to  which  reeources  have  been  limited  elsewhere, 
rationing  of  supply  in  the  United  Stetee  mi^t  raiee  concerns  that  are  not 
as  significant  in  countries  where  the  entire  population  participates  in  a  sin^e 
insurance  program.  In  those  countries,  everyone  is  in  the  same  queue,  and 
one's  place  in  line  is  chiefly  determined  by  the  urgency  or  duration  of  one's 
need.  (There  are  exceptions:  one  can  step  out  of  line  in  the  United  Kingdom 
by  finding  a  private  provider,  and  there  are  anecdotal  accounts  that  some 
Canadians  with  sufHdent  resources  may  seek  care  in  the  Unite<^  Stetes.) 
When  queueing  has  occurred  in  the  United  Stetes,  however,  places  in  line 
may  have  been  detennined  by  financial  resources. 

The  facilities  in  New  York  reporting  the  greatest  overcrowding  have  been 
those  serving  the  poor  and  the  uninsured.  Similar  effecU  may  have  resulted 
from  health  planning's  migor  success,  the  control  of  nursing  home  bed  supply. 
Because  Medicaid  payment  is  generally  less  than  that  available  from  private 
patienU,  nursing  homes  in  areas  with  limited  bed  supply  and  high  occupancy 
rates  have  an  incentive  to  accept  a  private-pay  patient  when  a  vacancy  occurs, 
while  Medicaid  beneficiaries  may  be  unable  to  find  a  place.  In  28  Sutes, 
Medicaid  administrators  report  that  beneficiaries  awaiting  hospital  discharge 
had  difficulty  finding  a  nursing  home  bed.^  While  supply  constrainte  are  not 
the  only  factors  limiting  access  to  care  for  low-income  Americans,  they  may 
exacerbate  existing  problems.  The  accepUbility  of  health  planning  as  a  cost 
control  strategy  may,  then,  depend  in  part  on  the  extent  to  which  supply 
limitetions  are  accompanied  by  efTorte  to  make  distribution  of  limited 
resources  more  equiteble. 

One  other  issue  should  be  raised  in  the  context  of  a  discussion  of  health 
resources:  the  debate  over  the  possible  oversupply  of  physicians  and  the 
potential  consequences  of  physician  supply  on  health  care  coste.  In  1980,  the 
Graduate  Medical  Education  National  Advisory  Committee  (GMENAC) 
reported  that  the  United  Stetes  would  have  a  surplus  of  150,000  physicians 
by  the  year  2000.^  The  extent  of  the  potential  surplus  has  since  been  the 
subject  of  continuing  debate.  There  are  questions  about  the  extent  to  which 
technology  and  the  aging  of  the  population  could  increase  demand,  or  the 
adoption  of  utilization  controls  or  managed  care  could  decrease  it.  The 


"For  a  fuller  discussion  of  this  problem,  see  U.S.  Library  of  Congress. 
Congressional  Research  Service.  Medicaid  Source  Book:  Background  Data 
and  Analysis.  Report  prepared  for  the  House  Committee  on  Energy  and 
Commerce.  Washington,  Nov.  1988.  (Committee  print  100-AA)  p.  467-83. 
(Hereafter  cited  as  Congressional  Research  Service,  Medicaid  Source  Book.) 

^^Graduate  Medical  Education  National  Advisory  Committee.  Report  to 
the  Secretary,  U.S.  Department  of  Health  and  Human  Services.  Washington, 


1980. 
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number  of  medical  school  admiMions  could  decline,  or  phyticiatu  mi|^t  spend 
more  of  their  time  on  administrative  activities  and  less  on  patient  care.^ 

Even  less  clear  than  the  esctent  of  the  future  surplus  is  its  possible  effect 
on  medical  costs.  Observations  that  per  capita  use  of  physician  services 
increases  in  geographic  areas  with  a  hi|^  ratio  of  physicians  to  population 
have  led  to  the  hypothesis  of  "physician*induced  demand.'  Just  as  excess 
hospital  bed  capacity  may  generate  more  hospital  stays,  this  theory  holds  that 
a  surplus  of  physicians  all  attempting  to  maintain  their  incomes  would  lead 
-in  the  absence  of  any  controls-to  excess  delivery  of  services.  Repeated 
efforts  to  demonstrate  this  have  been  inconclusive.^  It  is  not  clear  that 
physicians  actually  modify  their  medical  practice  in  order  to  maintain  a 
"target  income."  Still,  if  the  projected  surplus  does  in  fact  appear,  there 
might  be  greater  pressures  on  physicians  to  increase  the  number  of  services 
they  furnish  to  each  patient.  Some  people  believe  that  it  may  eventually  be 
necessary  to  consider  reducing  the  supply  of  physicians  (or  curtailing  their 
working  hours). 

This  has  actually  been  attempted  in  one  Canadian  province,  British 
Columbia.  A  physician  who  wants  to  participate  in  the  health  program  that 
covers  all  citizens  of  the  province  must  have  a  billing  account,  and  since  1985 
the  number  of  accounts  has  been  limited  (limits  vary  by  specialty  and 
geographic  area).  A  physician  who  fails  to  obtain  a  billing  number  cannot 
earn  a  living  as  a  physician.  Critics  of  the  system  contend,  however,  that 
British  Columbia  is  merely  exporting  its  physician  surplus  to  other  provinces 
or  to  the  United  States."  Given  the  political  problems  health  planners  in  the 
United  States  have  experienced  in  trying  to  close  hospitals,  it  seems  unlikely 
that  British  Columbia's  efforts  could  be  reproduced  here,  with  government 
regulators  telling  new  medical  school  graduates  to  find  some  other  profession. 
However,  there  are  proposals  to  achieve  the  same  goal  through  private  means. 
Some  of  the  more  ambitious  "managed  care"  agendas  discussed  in  the  final 


^For  contrasting  views  on  these  issues,  see  Schwartz,  William  B.,  Frank 
A.  Sloan,  and  Daniel  N.  Mendelson.  Why  There  Will  Be  Little  or  No 
Physician  Surplus  between  Now  and  the  Year  2000.  New  England  Journal 
of  Medicine^  v.  318,  no.  14,  Apr.  7,  1988.  p.  892-897;  Schloss,  Ernest  P. 
Beyond  GMENAC-Another  Physician  Shortage  from  2010  to  2030?  New 
England  Journal  of  Medicine,  v.  318,  no.  14,  Apr.  7,  1988.  p.  920-922. 

^ee  Rossiter,  Louis  F.,  and  Gail  R.  Wilensky.  A  Reexamination  of  the 
Use  of  Physician  Services:  The  Role  of  Physician-Initiated  Demand.  Inquiry ^ 
V.  20,  no.  2,  summer  1983.  p.  162-72;  Langwell,  Kathryn  M.,  and  Lyle  M. 
Nelson.  Physician  Payment  Systems:  A  Review  of  History,  Alternatives  and 
Evidence.  Medical  Care  Review,  v.  43,  no.  1,  spring  1986.  p.  5-58. 

^arer,  Morris  L.  Regulating  Physician  Supply:  The  Evolution  of 
British  Columbia's  Bill  41.  Journal  of  Health  Politics,  Policy,  and  Law.  v.  13, 
no.  1,  spring  1988.  p.  1-25. 
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section  of  this  report  contemplate  enrollment  of  the  entire  population  in 
health  maintenance  organizationa  (HMOa)  or  other  structured  delivery 
systems  that  would  match  their  resources  to  the  needs  of  the  enrolled 
population;  this  approach  would  potentially  reduce  employment  opportunities 
for  physictana.^ 


REIMBURSEMENT  REFORM 

Proposals  for  reimbursement  reform  begin  with  the  premise  that 
traditional  payment  lystems,  under  which  providers  receive  their  full  costs  or 
charges  for  whatever  services  they  choose  to  furnish,  encourage  inefficiency 
and  the  delivery  of  unnecessaiy  care. 

The  simplest  type  of  reform  is  for  payers  to  set  fixed  prices  for  defined 
units  of  service,  such  aa  a  day  of  inpatient  care  or  a  physician  office  visit. 
However,  this  approach  may  not  reduce  costs  if  providers  are  able  to  modify 
the  volume  or  nature  of  the  services  they  provide  to  make  up  for  the  lost 
revenue  on  individual  services.  For  this  reason,  the  focus  of  reimbursement 
reform  proposals  is  on  developing  pricing  mechanisms  that  give  providers 
incentives  to  control  both  volume  and  unit  cost. 

This  is  generally  accomplished  by  redefining  the  commodity  the  insurer 
is  purchasing.  Instead  of  paying  for  individual  units  of  service,  the  insurer 
makes  one  payment  for  an  episode  of  care  (as  in  Medicare's  prospective 
pajrment  system,  PPS),  for  overall  treatment  of  a  patient  during  a  given  time 
period  (capitation),  or  for  treatment  of  an  entire  population  (as  in  Canada's 
global  budgeting  system  for  hospitals).  These  approaches  may  be  seen  as 
aligned  on  an  ascending  scale  depending  on  the  degree  of  aggregation  of  the 
unit  being  purchased,  with  per-case  payment  at  the  low  end  and  payment  for 
an  entire  patient  population  at  the  other.  In  all  cases,  however,  the  aim  is 
to  define  in  advance  the  total  amount  of  resources  the  provider  may  consume 
in  furnishing  treatment  to  a  patient  or  group  of  patients. 

Per-case  payment  and  capitation  give  the  provider  an  incentive  to 
perform  more  efficiently  in  treating  individual  patients,  either  reducing  the 
cost  of  producing  each  unit  of  service  or  reducing  the  number  of  units 
furnished  to  each  patient.  These  approaches  may  therefore  be  seen  as 
alternatives  to  external  utilization  controls.  Globai  budgeting  defines  the 
total  resources  available  for  treating  all  patients,  and  may  be  seen  as  an 


^or  example,  Alain  Enthoven  has  characterized  the  "buy  right"  scheme 
advanced  by  Walter  McClure  as  requiring  that  "good-quality,  efficient  doctors 
prosper  while  others  are  induced  to  retire."  Enthoven,  Alain  C.  Managed 
Competition  in  Health  Care  and  the  Unfinished  Agenda.  Health  Cart 
Financing  Review,  1986  Annual  Supplement,  p.  105-119. 
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alternative  to  health  planning,'*  Reimbursement  controls  have  the  same  goals 
as  direct  regulation  of  medical  practice  and  supply,  but  shift  the  responsibility 
for  decision-making  from  the  third-party  payer  or  the  government  to  the 
actual  providers  of  care.  In  order  to  live  within  the  established  rates  or 
budgets,  the  providers  must  be  self-regulating;  they  must  make  the  same  sorts 
of  treatment  and  resource  allocation  decisions  that  would  otherwise  have  been 
imposed  externally. 

As  the  Medicare  program  has  demonstrated,  it  is  possible  for  a  single 
payer  with  sufTicient  market  power  to  adopt  such  reimbursement  changes  on 
its  own.**  The  effects  of  this  unilateral  approach  in  a  pluralistic  system  are 
uncertain*  While  some  providers  may  be  driven  to  improve  their  efficiency, 
others  may  instead  respond  to  shortfalls  in  reimbursement  from  one  payer  by 
raising  charges  to  other  groups,  those  without  the  uiarket  power  to  dictate 
prices.  The  possibility  of  "cost-shifting"  may  mean  that  savings  for  one 
purchaser  are  not  translated  into  real  reductions  in  total  system  expenditures. 

In  a  sufficiently  competitive  market,  the  providers*  ability  to  engage  in 
this  "cost-shifting  may  be  limited.  A  hospital  may  face,  not  only  payment 
limits  under  Medicare  and  Medicaid,  but  pressure  from  private  insurers  or 
employer  groups  to  grant  price  discounts  in  order  to  be  assured  of  an 
adequate  market  share.  Characteristics  other  than  efficiency  may  determine 
a  provider's  success  in  the  face  of  these  competing  demands.  For  example,  a 
suburban  non-teaching  hospital  with  few  uninsured  patients  may  be  at  a 
relative  advantage  as  compared  to  a  center  city  teaching  facility  with  a  heavy 
uncompensated  care  load.  Individual  purchasers  who  reduce  their  costs  by 
favoring  the  suburban  hospital  may  leave  the  society  to  find  some  other 
means  of  subsidizing  essential  facilities  that  are  handicapped  in  price 
competition. 

A  system  in  which  multiple  payers  negotiate  individually  with  providers 
may,  then,  lead  either  to  cost-shifting  or  to  a  situation  in  which  price 
concerns  override  other  societal  goals,  such  as  medical  education  and  charity 


**In  practice,  the  Canadian  system  uses  both  global  budgeting  and  health 
planning.  However,  some  of  the  rate  regulation  systems  in  the  United  States 
have  explicitly  superseded  the  health  planning  system.  A  facility  that  has 
obtained  a  certificate  of  need  for  expansion  may  proceed  only  if  the  rate 
commission  approves  the  necessary  increase  in  capital  costs.  For  a  discussion 
of  the  interplay  of  planning  and  rate  regulation,  see  Brown,  Common  Sense 
Meets  Implementation. 

'^As  the  Medicaid  experience  has  shown,  adoption  of  payment  restraints 
by  a  payer  with  too  small  a  market  share  may  reduce  acess  for  the  payer's 
enroUees.  For  example,  low  reimbursement  rates  are  the  major  reason 
physicians  decline  to  participate  in  the  Medicaid  program.  See  Congressional 
Research  Service,  Medicaid  Source  Book,  p.  448-454. 
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cm.  For  this  reMon,  mom  people  argue  that  r««l  efTiciency  can  be  achieved 
only  if  all  payers  are  paying  under  the  aame  rules. 

Uniform  rateeetting  is  common  in  other  induetrialized  nation*,  both  thoie 
with  tingle*pi^r  health  inauranee  ayatema  (ae  in  Canada)  and  thoee  where 
many  different  entitiea  provide  inauranee  (as  in  West  Germany)  The 
^nence  in  the  United  Sutes  is  timited  to  experimenU  in  a  few  Sutes 
beginmng  in  the  1970s.  Federal  waivera  of  Medicare  and  Medicaid  rules  made 
It  possible  for  those  two  piQrers  to  participate  in  the  programs  on  a 
demonstration  basis,  while  Sute  laws  compelled  participation  by  private 
insurers  and  individual  payera,  resulting  in  an  'aU-pi^r"  system.  Medicaid 
law  now  permito  any  Stote  to  include  Bfedicaid  in  such  a  system,  and 
Medicare  may  be  included  if  the  SUte  can  ahow  that  iu  lystem  controli  costs 
as  effectively  as  PPS.  However,  full  "all-payer-  systems  continue  only  in 
MarylMd  and  in  part  of  New  York  Sute.  Several  other  States  operate 
partial-payer-  systems  that  include  all  payers  except  Medicare."  These 
jO^tems  have  generally  used  the  price  aggregation  approaches  described  above 
That  IS,  they,  either  establish  a  rate  for  total  treatment  of  a  case  (as  under 
PPS)  or  they  esUblish  a  total  budget  for  a  hospital  during  a  year,  setting 
prices  for  the  hospital  in  such  a  way  as  to  achieve  a  target  revenue  amount. 

It  has  been  shown  that,  in  6  SUtes  with  ratesetting  systems,  annual 
increases  in  cost  per  admission  were  consistently  3  to  4  percentage  points 
below  the  national  average  from  1976  to  1984.  During  the  same  period 
however,  other  Sutes  saw  a  drop  in  admissions  per  capita,  while  admissions 
in  the  ratesetting  Sutes  were  sUble.  As  a  result,  the  difference  in  growth  in 
per  capita  rates  of  spending  was  not  so  striking:  per  capita  costs  rose  at  an 
annual  rate  of  11.5  percent  a  year  in  the  ratesetting  States  and  13  percent  a 
year  in  other  SUtes.«  In  addition,  the  ratesetting  States  had  much  higher 
coste  at  the  outset  than  most  other  States.  Some  observers  have  questioned 
whether  ratesetting  could  have  achieved  comparable  savings  in  areas  where 
costs  were  lower  to  begin  with." 

Evidence  from  other  countries  with  universal  ratesetting  systems  suggests 
that  greater  saving  may  be  possible.  In  Canada,  where  the  provinces 
establish  global  budgeU  for  each  hospital,  hospital  expenditures  per  capita 


Maine  s  system  takes  hospitals*  Medicare  revenues  into  account  when 
deterrnining  what  the  hospitals  may  charge  other  payers,  thus  achieving 
overall  budgetary  control  without  direct  Medicare  participation.  This  approach 
has  recently  survived  a  legal  challenge  by  hospitals, 

J^Schramm.  Carl  J..  Steven  C.  Renn.  and  Brian  Biles.  New  Perspectives 
on  State  Rate-Setting.  Health  Affair*,  v.  5.  no.  3.  fall  1986.  p.  22-33. 


i>  *  1^*?*  ^  '        ^""^^^  ^  Cohodes.   What  Do  Wc  Know  About 

Rate-Setting?  Journal  of  Health  Politics,  Policy,  and  Law  v  10  no  2 
summer  1985.  p.  299-327,  »    •        uu.  ^, 
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were  one-third  lower  than  in  the  United  States  in  1985.  (Similar  systems  in 
other  industrial  nations  have  been  less  successful.)^  As  admission  rates  are 
not  markedly  lower,  there  is  considerable  uncertainty  about  the  sources  of  the 
difterencc.  Some  of  the  saving  may  be  in  administrative  cosU,  simply  because 
the  hospitals  do  not  need  to  meet  the  paperwork  requiremenU  of  multiple 
payers.  The  rest  of  the  difference  is  often  attributed  to  differences  in  the 
intensity  of  the  services  furnished  to  each  patient.  Whether  these  differences 
reflect  "underservice"  in  Canada  or  "overservice"  in  the  United  Sutes  is  the 
subject  of  continuing  debate.^^ 

In  a  sense,  the  sUtistical  evidence  may  be  beside  the  point.  An  all-payer 
system  could  in  theory  fix  its  prices  at  any  level,  with  the  potential 
consequence  of  reduced  access  or  quality  if  the  prices  are  set  too  low.  The 
available  daU  may  thus  be  Uken  as  indicating,  not  the  savings  that  could 
hypothetically  be  achieved,  but  the  savings  that  were  politically  feasible  in 
specific  States  during  a  specific  period.  Continuing  pressure  by  consumers 
and  providers  for  the  adoption  of  new  medical  technologies  may  limit  the 
ability  of  ratesetting  systems  to  restrain  expenditure  growth  over  the  long 
term.  Even  in  Canada,  overall  medical  expenditures  outpaced  inflation  by  2.9 
percent  a  year  in  the  period  1980-87,  almost  the  same  as  the  3.0  percent 
annual  rate  observed  in  the  United  Sutes  in  the  same  years.^  The  ultimate 
efficacy  of  reimbursement  controls  may  depend,  in  the  same  way  that  the 
success  of  health  planning  depends,  on  the  political  will  to  constrain  health 
care  consumption. 

That  political  will  might  in  turn  depend  on  perceptions  of  the  impact  of 
reimbursement  controls  on  the  quality  of  care.  The  effect  of  Medicare's 
prospective  payment  system,  for  example,  has  been  argued  continuously  since 
its  implementation  in  1983.  One  of  the  immediate  responses  of  hospitals  to 
the  incentives  of  the  new  system  was  to  shorten  the  average  length  of  stay  in 
the  hospital  for  each  Medicare  patient  (although  average  length  of  suy  had 
already  been  dropping  for  several  years).  Opponents  of  the  new  system  have 
contended  that  patients  were  being  discharged  "quicker  and  sicker," 
transferred  to  their  own  homes  or  to  nursing  homes  at  a  suge  in  their 
recovery  when  they  still  required  hospital-level  care.  Because  of  a  lack  of 
satisfactory  measures  of  medical  care  outcomes  for  large  populations,  evidence 
on  this  issue  remains  largely  anecdoul.  Still,  the  possibility  that  there  has 
been  a  deterioration  in  quality  of  care  for  at  least  some  Medicare  patients 


^^Organisation  for  Economic  Co-Operation  and  Development.  Financing 
and  Delivering  Health  Care:  A  Comparative  Analysis  of  OECD  Countries. 
Paris.  1987.  (OECD  Social  Policy  Studies  No.  4.)  p.  63. 

'Tor  a  variety  of  views  on  this  subject,  see  the  series  of  articles  on 
Canada's  hospital  system  in  Health  Affairs,  v.  7.  no.  6,  winter  1988. 

^Schieber  and  PouUier,  International  Health  Care  Expenditure  Trends: 
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since  the  implemenution  of  PPS  cannot  be  ruled  out.  The  hospitals 
themselvea  argue  that  current  payment  levels  are  insufficient  to  maintain 
adequate  quah^.  At  the  same  time,  the  Administration  and  the  Prospective 
P^ent  Assessment  Commission  (the  independent  commission  that  reviews 
PPb)  have  argued  that  hospitals  are  still  not  operating  at  peak  efficiency  and 
that  further  payment  restraint  is  needed  to  provide  continued  incentives  for 
cost  reduction. 

This  debate  illustrates  one  potential  dilemma  in  the  strategy  of  achievine 
savings  by  relying  on  the  political  process  to  limit  the  financial  resources 
available  to  provider..  On  the  one  hand,  legislator*  driven  by  budgetary 
concerns  may  continue  to  ratchet  down  spending  limits  until  they  have  clear 
evidence  that  quality  has  been  seriously  affected.  On  the  other  hand 
provider  or  constituent  pressure  may  lead  them  to  relax  those  limits  before 
the  providers  have  done  everything  possible  to  improve  their  efficiency 
Because  no  one  knows  the  ideal  amount  to  spend  on  medical  care,  some 
people  say  that  this  process  can  never  achieve  equilibrium  and  that  cost 
control  efforts  should  instead  depend  on  the  process  through  which  other 
sectors  of  the  economy  achieve  -correct'  spending  levels:  the  free  market. 
Proposals  for  encouraging  competition  in  health  care  represent  the  last  of  the 
strategies  to  be  reviewed  in  this  report. 


COMPETITION 


h.^lJ!'"  health  care  costs  by  promoting  competition  in  the 

health  care  marketplace  was  first  advanced  in  the  1970s.    Some  analysts 

utSnn  r  '"'k  if'""'"  regulation,  health  planning,  and 

utilization  review  had  been  compromised  by  political  interference,  contended 

Z  T  """^  "''"'P'^  *°  than  Government 

wa3.  By  he  early  1980s,  this  view  had  wide  currency  and  had  become  the 
ofiicial  policy  of  the  Reagan  Administration.  Since  then,  there  has  been  a 
continuing  debate  between  advocates  of  competition  and  those  who  favored 
further  regulatory  intervention,  by  Government.  The  debate  has  been 
complicated  by  .  lack  of  agreement  over  what  -competition"  consists  of  What 
buying?^''  ^°  purchasers,  and  what  are  they 

.'".".•''"P'«  muTket,  hospitals  and  physicians  would  compete  directly  for 
the  individual  consumer's  dollar.  The  consumer  would  pick  the  best  values 
just  a.  he  or  she  doe.  when  buying  any  other  commodi^.  As  was  suggested 

'•U.S.     Prospective  Payment  Assessment  Commission.     Report  and 

sZTcT^T'J^  ^-^^  Department  of  Health  and  Human 

Services   Washington,  U.S.  Govt.  Print.  Off..  Mar.  1989;  For  a  recent  review 

Y««  nf  PP^    7*"°"'"  '°J^'       Sheingold,  Steven  H.  The  First  Three 

im  p  m  mJ"*""'  °"  "'"'"^  "°-  3' 
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in  the  discussion  of  cost-sharing,  it  is  not  clear  that  consumers  are  capable  of 
making  such  evaluations;  moreover,  many  purchasing  decisions  are  made  by 
physicians  on  their  patienU'  behalf,  rather  than  directly  by  consumers. 
Finally,  because  few  people  can  afford  the  cosU  of  care  for  a  m^or  illness, 
most  of  the  consumer's  dollar  is  spent  on  health  insurance,  not  on  medical 
care  itself.  As  was  suggested  earlier,  this  is  true  even  when  the  insurance 
plan  imposes  cost-sharing  requiremenU  on  enrollees,  because  most  health  care 
costs  are  incurred  by  a  relatively  small  number  of  high-cost  cases.  For  this 
reason,  most  proponenU  of  competition  are  really  Ulking  about  price 
competition  among  insurers,  and  only  indirectly  among  providers. 

If  the  insurer  is-as  traditional  health  insurance  plans  were-^a  passive 
payer  for  services  obuined  by  policyholders,  there  is  little  room  for  serious 
price  competition.  The  only  element  of  cost  that  the  insurer  can  control  is  its 
own  administrative  cost.  Competition,  if  any,  may  turn  on  such  non-price 
factors  as  repuUtion  or  the  insurer's  ability  to  screen  out  high-risk 
applicants. *° 

Competition  among  insurers  can  result  in  real  cost  savings  only  if  the 
insurers  have  some  influence  on  the  costs  of  health  care  itself.  In  this  model, 
insurers  compete  to  offer  lower  prices  by  acting  as  prudent  purchasers, 
proxies  for  the  rational  consumer.  The  insurers  are  selling  a  new  product,  no 
longer  simply  insurance,  but  "insured  health  care."  To  some  extent,  this  new 
insurance  market  has  already  arrived.  As  was  suggested  earlier,  most 
insurance  plans,  both  public  and  private,  have  adopted  some  utilization 
control  measures.  Very  few  insurers  are  still  passive  bill-payers. 

Once  all  insurers  have  adopted  these  basic  cost  control  measures,  further 
competition  would  presumably  require  more  aggressive  interventions  by 
insurers  in  the  health  care  system.  Proponents  of  competition  contemplate  a 
marketplace  in  which  insurers  develop  structured  delivery  systems,  with  the 
highest  profits  going  to  those  whose  networks  are  most  efficient.  The 
prototype  for  these  systems  is  the  HMO.  More  recently,  some  insurers  have 
been  experimenting  with  hybrid  programs,  such  as  "point-of-service  plans," 
that  are  less  structured  and  provide  somewhat  greater  flexibility  to  enrollees. 


^°Alain  Enthoven  has  summarized  the  alternatives  to  price  competition: 
"tSlelection  of  preferred  risks,  market  segmentation,  product  differentiation 
that  raises  the  costs  of  comparing  producU,  discontinuity  in  coverage,  refusal 
to  insure  certain  individuals  or  exclusion  of  coverage  for  treatment  of 
preexisting  medical  conditions,  biased  information  regarding  coverage  and 
quality,  and  erection  of  entry  barriers  (that  is,  to  new  competitors]." 
Enthoven,  Alain  C.  Managed  Competition  of  Alternative  Delivery  Systems. 
Journal  of  Health  Politics,  Policy  and  Law,  v.  13,  no.  2,  p.  305-321. 
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Health  Biaintenjuioe  Organizations 

A  health  maintenance  organization  (HMO)  is  a  form  of  health  insurer; 
like  any  other  insurer,  it  accepta  financial  responsibility  for  a  defined  set  of 
health  care  benefit*  in  return  for  a  fixed  monthly  per  capita  premium. 
Unlike  other  insurers,  HMOs  directly  provide  or  arrange  for  health  care 
services,  through  affiliated  physiciana,  hospitals,  and  other  provider*.  The 
enrollees  covered  by  the  HMO  agree  to  obtain  all  services,  except  emergency 
and  out-of-area  care,  from  or  with  the  authorization  of  the  HMO  or  its 
affiliated  providers.  The  HMO  has  no  liability  to  pay  for  unauthorized  non- 
urgent care  obtained  outside  the  organization.  Ordinarily,  the  enrollee*s  point 
of  entry  .into  the  system  is  through  a  single  primary  care  provider,  who 
functions  as  a  'gatekeeper,*  determining  when  a  patient  may  see  a  specialist 
or  be  admitted  to  the  hospital.  The  HMO  exerU  further  administrative 
controls  on  use  of  services  through  authorization  mechanisms  and/or 
treatment  protocols.  HMO*  also  use  a  vmriety  of  other  cost-saving  techniques, 
such  as  negotiated  discounts  with  providers  and  payment  mechanisms  that 
place  individual  providers  at  risk  for  the  cosu  of  the  services  they  furnish  or 
order. 

The  particular  cost-saving  technique*  adopted  by  HMOs  and  other 
"managed  care"  plans  are  not  fundamentally  different  from  the  regulatory 
approaches  described  in  the  preceding  sections.  An  HMO  imposes  external 
utilization  review  on  it*  participating  providers  and  may  develop  practice 
guidelines  or  protocols.  Staff  or  group  practice  model  HMOs  (those  that 
employ  physicians  on  a  full-time  basis)  impose  supply  constraints,  limiting 
available  resources  to  those  needed  by  their  membership.  Individual  practice 
associations  (IPAs,  who*e  physicians  practice  in  their  own  offices  and  see  a 
mix  of  HMO  and  non-HMO  patients)  use  payment  methods  that  create 
financial  incentives  to  control  utilization,  such  as  capitation  or  expenditure 
targets. 

One  additional  cost-saving  approach  that  was  once  unique  to  HMOs  is 
"gatekeeping."  Under  a  gatekeeping  approach,  a  patient  receives  all  non- 
emergency care  from,  or  with  the  authorization  of,  a  single  primary  care 
provider.  The  provider  thus  functions  as  a  "gatekeeper,"  preventing  the 
enrol  lee  from  independently  accessing  specialists  or  other  services  and 
presumably  managing  the  overall  care  of  the  patient.  The  extent  to  which 
gatekeeping  produces  savings  over  and  above  those  provided  by  the  other 
cost-saving  techniques  adopted  by  HMOs  is  uncertain.  The  result*  of  one 
experiment,  the  SAFECO  health  plan  operated  by  United  HealthCare  in  the 
early  1980s,  suggest  that  gatekeeping  alone  has  little  effect  on  overall  cost. 
While  primary  care  providers  reduced  the  number  of  referrals  to  specialist*, 
they  were  unable  to  control  the  behavior  of  the  specialists  once  a  referral  had 
occurred.    There  was  no  meaningful  reduction  in  hospiul  admissions,  70 
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percent  of  which  were  controlled  by  the  specialista.**  Greater  success  hai 
been  reported  by  some  State  Medicaid  programs,  which  have  established 
"primary  care  case  management*  programs  for  segmenta  of  their  covered 
populations.  Gatekeeping  reduced  such  inappropriate  behaviors  as  the  use  of 
emergency  rooms  for  primary  care.  However,  the  utilization  patterns 
addressed  by  these  programs  may  be  characteristic  of  Medicaid  beneficiaries 
in  the  inner  city  and  not  of  other  groups;  it  is  not  clear  that  equivalent 
savings  could  be  achieved  with  a  general  population.  There  is  some  evidence 
that  most  patients'  care  is  already  'managed'  by  their  primary  care 
physicians,  at  least  to  the  extent  that  it  is  managed  under  formai  gatekeeping 
arrangements.^ 

Aside  from  the  uncertain  effects  of  gatekeeping,  managed  care  depends  on 
the  same  kinds  of  interventions  in  medical  care  practice,  supply,  and  financing 
that  might  otherwise  be  attempted  on  a  regulatory  basis.  The  difference  is 
that,  instead  of  relying  on  the  political  process  to  make  decisions  about  the 
allocation  of  health  care  resources,  managed  care  privatizes  these  decisions. 
The  choice  among  alternative  cost  control  methods-and  the  stringency  with 
which  these  methods  will  be  applied-will  be  made  by  the  free  market.  The 
fundamental  contention  of  proponents  of  the  competitive  approach  is  that 
the  market  can  impose  discipline  on  the  health  care  system  that  cannot  be 
imposed  through  external  regulation. 

This  contention  rests  on  two  key  assumptions:  first,  that  buyers  will,  all 
other  things  being  equal,  select  the  most  cost-effective  plan;  second,  that 
managed  care  offers  greater  cost-saving  potential  than  the  various  regulatory 
controls  described  earlier. 

One  critical  factor  has  made  it  difficult  to  generalize  about  the  efficacy 
of  HMOs  as  a  cost-saving  approach:  the  problem  of  1)iaBed  selection"  in 
systems  that  allow  a  choice  between  a  conventional  health  insurance  plan  and 
an  HMO.  Numerous  studies  of  such  "dual  choice"  employer  group  plans  have 
shown  that  the  members  of  the  group  choosing  the  HMO  option  used  fewer 
health  services  before  their  enrollment  than  persons  who  chose  an 
conventional  plan.   Similar  patterns  have  beet)  observed  in  Medicare  HMO 


**Moore,  Stephen,  Diane  Martin,  and  William  Richardson.  Does  the 
Primary-Care  Gatekeeper  Control  the  Costs  of  Health  Care?  Lessons  from  the 
SAFECO  Experience.  New  England  Journal  of  Medicine,  v.  309,  no.  22,  Dec. 
1,  1983.  p.  1400-1404;  For  the  extent  to  which  specialty  referrals  may 
determine  overall  costs,  see  Glenn,  John  K.,  Frank  H.  Lawler,  and  Mark  S. 
Hoerl.  Physician  Referra'*  in  a  Competitive  Environment:  An  Estimate  of 
the  Economic  Impact  ot  :  Referral.  Journal  of  the  American  Medical 
AssociaHon,  v.  258,  no.  14   Jet.  9,  1987.  p.  1920-^3. 

*^ietrich,  A.J.,  et  al.  Do  Primary  Physicians  Actually  Manage  Their 
Patients*  Fee-for-Service  Care?  Journal  of  the  American  Medical  Association, 
V.  259,  no.  21,  June  3.  1988.  p.  3145-49. 
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enrollment.^  Thii  does  not  necessarily  xnean  that  HMO  e  nro  1  leei  we  re 
healthier.  Studies  using  self^reported  condition  and  similar  limited  measures 
of  health  status  have  found  no  difference  between  HMO  and  indemnity 
enrolleea.  It  may  be,  then,  that  HMO  enrollees  are  simply  less  prone  to  seek 
health  services,  regardless  of  their  condition.^ 

In  groups  that  have  no  HMO  option  but  do  offer  a  choice  between  high- 
and  low<option  plana  the  common  aelectton  pattern  is  for  the  higher  users  of 
services  to  choose  the  more  comprehensive  plan.^  In  most  group  health 
programs  offering  a  choice  between  HMOs  and  conventional  plans,  the  HMO 
options  offer  more  comprehensive  coverage,  with  less  enrol  lee  cost-sharing, 
than  even  a  high*option  conventional  plan.  That  higher  users  of  services  still 
prefer  the  conventional  plan  suggests  that  non-financial  aspects  of  HMOs 
affect  the  decision,  such  as  limited  choice  of  providers,  bureaucratic 
constraints  on  treatment,  or  waiting  time  for  non-urgent  care.  There  is 
stronger  evidence  of  biased  selection  for  staff  and  group  model  HMOs,  the 
most  restrictive,  than  for  IPAs,  which  are  less  likely  to  disrupt  enrollees' 
traditional  ways  of  obtaining  medical  care. 

Possible  solutions  to  the  problem  of  selection  bias  will  be  discussed 
further  below.  One  immediate  consequence,  however,  is  that  the  differences 
between  the  populations  in  HMOs  and  conventional  plans  have  made  it 
difficult  to  determine  whether  HMOs  are  actually  more  efHcient  than  other 
insurers.  Only  one  major  study  has  corrected  adequately  for  this  problem. 
In  a  second  component  of  the  RAND  Health  Insurance  Experiment  (HIE) 
cited  earlier,  enrollees  were  randomly  assigned  to  the  Group  Health 
Cooperative  of  Puget  Sound  and  an  equally  comprehensive  conventional  plan; 
neither  plan  required  cost-sharing.  This  arrangement  allowed  comparisons  of 
efficiency  with  identical  benefits  and  popu  itions  with  comparable  health 
needs.  The  results  strongly  confirmed  the  cost-saving  potential  of  the  HMO. 
The  HMO  enrollees  had  40  percent  fewer  hospital  admissions;  their  use  of 
ambulatory  services  was  about  the  same  as  that  of  the  conventional  enrollees. 
Overall,  costs  for  the  HMO  group  were  estimated  to  be  28  percent  lower  than 


*'For  a  review  of  the  evidence,  see  U5.  General  Accounting  Office. 
Medicare:  Increase  in  HMO  Reimbursement  Would  Eliminate  Potential 
Savings.  Report  to  the  Chairman,  Subcommittee  on  Health,  House  Committee 
on  Ways  and  Means.  Washington,  Nov.  1989.  [GAO/HRD-90-383 

**Hellinger,  Fred  J.  Selection  Bias  in  Health  Maintenance  Organizations: 
Analysis  of  Recent  Evidence.  Health  Care  Financing  Review,  v.  9,  no.  2, 
winter  1987.  p.  55-63. 

**Broyles,  Robert  W.,  and  Michael  D.  Rosko.  The  Demand  for  Health 
Insurance  and  Health  Care:  A  Review  of  the  Empirical  Literature.  Medical 
Care  Review,  v.  45,  no.  2.  fall  1988.  p.  291-338. 
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for  the  control  group.**  There  were  no  perceived  effect*  on  quality;  measures 
of  health  outcomes  were  generally  the  same  for  both  groups/' 

While  the  HIE  findings  are  persuasive,  two  factor*  may  limit  the  general 
applicability  of  the  results.  First,  the  study  was  conducted  in  the  late  1970s; 
the  comparison  plan  was  the  passive  bill-payer  prevalent  in  the  insurance 
industry  in  that  period,  with  no  utilization  control  mechanisms.  The  more 
recent  adoption  by  conventional  plans  of  some  of  the  cost-control  measures 
once  associated  only  with  HMOs  may  mean  that  the  difference  in  efficiency 
between  the  two  types  of  plan  has  narrowed. 

Second,  the  HMO  used  in  the  Health  Insurance  Experiment  was  a  highly 
structured  group-practice  plan  with  many  years  of  operating  experience. 
Much  of  the  growth  in  the  industry  in  recent  years  has  involved  a  different 
type  of  HMO,  the  individual  practice  association  (DP A),  which  contracts  with 
independent  physicians  who  see  a  mix  of  HMO  enrol  lees  and  other  kinds  of 
patients.  There  is  evidence  that  these  more  loosely  structured  HMOs  have 
not  achieved  savings  comparable  to  those  observed  in  the  HIE.^  Physicians 
may  not  modify  their  styles  of  practice  in  treating  HMO  enrollees  if  those 
enrollees  constitute  only  a  small  share  of  their  practice.  In  addition,  some 
people  believe  that  HMOs  cannot  impose  cost*€onsciousness  on  practitioners 
who  have  not  'signed  on'  to  the  concept  of  more  efficient  and  less  resource- 
intensive  practice.  Because  so  little  is  still  known  about  the  relative  efficacy 
of  different  medical  practices,  external  utilization  controls  may  not  be  able  to 
override  individual  physicians'  judgment  in  many  cases.  The  greater  success 
of  the  "closed  panel**  plan,  whose  physicians  treat  HMO  enrollees  exclusively, 
has  been  attributed  by  some  observers  to  the  possibility  that  these  plans 
attract  physicians  who  are  temperamentally  more  prone  to  conservative 
medical  practice. 

Because  closed  panel  plans  maintain  their  own  medical  facilities,  they 
require  greater  start-up  funding  than  CPAs.  Federal  funds  were  available  to 
*  develop  such  plans  in  the  1970s,  but  new  plans  must  now  rely  on  private 


'^Manning,  Willard  G.,  et  al.  A  Controlled  Trial  of  the  Effect  of  a  Prepaid 
Group  Practice  on  Use  of  Services.  New  England  Journal  of  Medicine,  v.  310, 
no.  23,  June  7,  1984.  p.  1505-10. 

*^Ware,  John  E.,  Jr.,  et  al.  Comparison  of  Health  Outcomes  at  a  Health 
Maintenance  Organisation  With  Those  of  Fee-for-Service  Care.  Lancet,  May 
3,  1986.  p.  1017-22.  One  group,  low-income  HMO  enrollees  with  existing 
health  problems,  had  poorer  outcomes,  possibly  b^.'ause  of  difficulty  dealing 
with  the  HMO*s  internal  bureaucracy. 

**For  the  moat  recent  findings,  see  Hill  man,  Alan,  Mark  Pauly,  and  Joseph 
Kerstein.  How  Do  Financial  Incentives  Affect  Physicians'  Clinical  Decisions 
and  the  Financial  Performance  of  Health  Maintenance  Organizations?  New 
England  Journal  of  Medicine,  v.  321,  no.  2,  July  13,  1989.  p.  86-92. 
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inveftment.  Inve«tor»  have  favored  IPA«,  not  only  because  they  require  les$ 
capital,  but  also  because  the  wider  selection  of  physicians  makes  them  more 
attractive  to  consumers.  This  attracUon  may,  however,  be  purchased  at  the 
price  of  reduced  efTiciency. 

Finally,  while  some  types  of  HMOs  or  similar  organizations  may  be  able 
to  reduce  costs  relative  to  conventional  plans,  it  is  not  dear  that  they  have 
so  far  reduced  growth  in  health  care  cosU.  DaU  (torn  1961  through  1981 
suggest  that  HMOs  may  instead  achieve  a  one-time  saving,  after  which  costs 
rise  at  the  same  rate  «s  those  for  other  insurance  programs.  One  explanation 
that  has  been  offered  is  that  providers  in  HMOs  are  as  likely  as  other 
providers  to  use  new  medical  technologies.^  More  recent  daU  suggest  that 
HMO  premium  increases  have  continued  to  resemble  those  of  conventional 
insurance  plans.  The  average  HMO  premium  increase  during  1988  was  172 
percent,  very  close  to  the  19  percent  increase  for  all  employer  coverage  cited 
at  the  beginning  of  this  report.** 

That  HMO  cost  increases  have  paralleled  those  of  other  insurers  does  not 
necessarily  mean  that  HMOs  have  reached  the  limit  of  their  cost-saving 
potential.  Because  competition  among  health  insurers  was  relatively  limited 
until  recent  years,  many  HMOs  may  not  have  faced  the  market  pressures  that 
could  induce  them  to  achieve  greater  savings.  The  next  section  reviews 
proposals  to  strengthen  competition. 

Competition  and  Consuacr  Choice 

The  competitive  strategy  depends  on  the  virillingness  of  consumers  to 
choose  the  most  cost-effective  plans.  As  was  suggested  earlier,  the  consumers 
most  hkely  to  incur  high  cosU  may  be  least  likely  to  choose  the  most  efficient 
option.  The  problem  of  biased  selection  might  persist  even  if  conventional 
insurance  plans  were  to  disappear  and  consumers  were  able  to  choose  only 
among  managed  care  options.  (Some  industry  analysU  believe  this  will  occur 
in  the  near  future,  chiefly  because  employers  will  refuse  to  offer  conventional 
plans.)  It  is  possible  that  the  most  costly  patienU,  given  a  choice  among 
competing  managed  care  plans,  would  choose  the  plan  that  was  least 
restrictive  and  potentially  least  able  to  achieve  cost  savings.  The  most 
efficient  plans  might  continue  to  enroll  the  healthiest  patienU,  for  whom  only 
limited  savings  are  possible. 


^'^whouse,  Joseph  P.,  etal.  Arc  Fee-for-Service  CosU  Increasing  Faster 
Than  HMO  CosU?  Medical  Care,  v.  23,  no.  8,  Aug.  1985.  p.  960-66. 

"InterStudy.  The  Bottom  Une:  HMO  Premiums  and  Profitability,  1988- 
1989.  Excelsior,  Minn.,  1989.  Staff  and  group  model  HMOs  generally  had 
lower  increases,  possibly  confirming  their  greater  efficiency.  However,  these 
HMOs  also  tend  to  be  older  than  IPAs;  age  of  the  HMO  was  also  a 
determinant  of  the  rate  of  increase. 
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Some  people  believe  that  biaBed  selection  is  largely  attributable  to  the 
fact  that  coniumers  are  economically  sheltered  from  the  cost  of  their  choice 
of  plan»  because  most  of  the  premium  is  paid  by  the  employer.  Various 
schemes  have  been  advanced  to  make  the  employee  more  cost-conscious.  For 
example,  the  employer's  contribution  mi^t  be  tied  to  the  cost  of  the  least 
expensive  offering,  with  the  employee  bearing  the  full  cost  of  the  difference 
between  that  plan  and  other  more  expensive  options. 

However,  selection  bias  can  occur  even  when  the  choice  of  the  more 
expensive  plan  has  real  financial  consequences  for  the  enrollee.  Under  the 
Federal  Employees  Health  Benefits  Program  (FEHBP),  the  monthly  employee 
share  of  premium  costs  in  1990  ranges  from  $20.54  in  the  least  expensive 
high-option  HMO  to  $234.07  in  the  most  costly  high-option  conventional  plan, 
a  difference  of  $213.53  per  month.'*  Under  one  possible  fixed  contribution 
scheme,  the  Federal  share  of  both  plans  would  be  set  equal  to  the  full  cost  of 
the  HMO  ($82.16);  the  employee  share  would  then  be  zero  for  the  HMO  and 
$265.29  for  the  conventional  plan.  If  some  Federal  employees  or  annuitants 
are  already  willing  to  pay  11  times  as  much  as  others  in  order  to  obtain  the 
conventional  plan,  it  is  not  clear  that  even  this  change  would  cause  all  of 
them  to  shift  to  the  HMO.  For  at  least  some  subset  of  enrol  lees,  the 
preference  for  unrestricted  coverage  is  apparently  sufficient  to  override  even 
strong  financial  incentives. 

One  possible  solution  to  the  problem  of  enrollee  self-selection  is  to 
abandon  multiple  choices  and  oblige  all  members  of  a  covered  group  to  enter 
a  single  plan,  one  selected  by  the  employer  or  other  buyer  from  among 
competing  plans.  Assuming  that  employers  disregarded  their  own  personal 
plan  preferences  and  chose  the  least  costly  option,  this  approach  would 
theoretically  lead  to  competition  among  plans  on  the  basis  of  efficiency. 
However,  both  employers  and  HMOs  have  been  hesitant  to  enter  into 
arrangements  under  which  enrollees  are  unwillingly  locked  into  a  highly 
restrictive  plan.  For  this  reason,  there  have  evolved  arrangements  even  less 
restrictive  than  IP  As,  known  as  open-ended  or  point-of-service  plans. 

The  predecessor  of  these  plans  is  the  preferred  provider  organization 
(PPO).  PPOs  negotiate  discounted  rates  with  certain  providers.  Enrollees 
are  given  a  financial  incentive,  in  the  form  of  reduced  deductible  or 
coinsurance  requirements,  to  obtain  care  from  providers  participating  in  the 
PPO  network.  However,  payment  will  be  made  under  the  plan  for  services 
furnished  by  any  provider.  PPOs  thus  differ  from  HMOs,  which  deny 
payment  altogether  for  unauthorized  non-emergent  care  provided  by  providers 
outside  the  HMO  network.  While  some  PPOs  have  adopted  managed  care 
techniques,  such  as  the  use  of  gatekeepers,  most  of  the  savings  from  a  PPO 


*'The  conventional  plan  is  national,  while  HMOs  are  offered  only  in 
specific  locations.  The  comparison  presented  here  applies  only  in  one  area 
(Tampa,  Florida)  and  represents  the  extreme  of  variation  in  the  FEHBP 
system. 
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are  expected  to  result  from  encouraging  enrollees  to  use  the  participating 
providers. 

The  newer,  open-ended  plans  are  hybrids,  combining  some  features  of 
HMOs  and  PPOs.  Typically,  the  plan  operates  a  structured  health  care 
system  comparable  to  that  of  an  IPA-model  HMO.  Enrollees  are  expected  to 
access  the  system  through  a  primary  care  gatekeeper  and  obtain  services  from 
other  network  providers  upon  referral  by  the  gatekeeper.  Like  an  HMO.  the 
plan  also  imposes  external  utilization  controls  and  negotiates  price  discounte 
with  providers.  Aa  in  a  PPG,  enrollees  are  free  to  use  non-network  providers 
for  covered  services,  but  must  pay  higher  cost-sharing  amounU  if  they  choose 
to  do  so.  Enrollees  are  also  subject  to  higher  cost-sharing  if  they  use 
specialisU  within  the  network  without  the  authorization  of  the  gatekeeper. 

Open-ended  plans  have  been  adopted  by  some  employers  as  the  single 
plan  available  to  their  workers,  replacing  systems  in  which  the  workers  had 
a  choice  between  conventional  and  HMO  options.  Their  attraction  has  been 
that  they  overcome  the  possible  selection  bias  in  dual  choice  systems  by 
enrolling  all  employees  in  an  HMO-like  program.  At  the  same  time,  they  can 
reduce  the  employee  resisUnce  that  would  probably  greet  a  proposal  for 
universal  HMO  enrollment,  because  they  offer  employees  the  safety  valve  of 
being  able  to  choose  non-plan  providers. 

Officials  of  some  major  insurers  that  have  experimented  with  open-ended 
plans  in  multiple  markeU  report  that  the  plans  appear  to  be  reducing  the 
rate  of  health  care  cost  increases,  relative  to  the  increases  for  their 
conventional  offerings  in  the  same  markets."  Because  these  plans  began 
operations  only  very  recently,  the  date  required  for  an  objective  evaluation 
are  not  yet  available.  Even  PPOs,  which  have  existed  for  a  decade,  have 
never  been  the  subject  of  a  controlled  study.  Some  preliminary  findings 
however,  suggest  that  the  safety  valve  that  makes  PPOs  attractive  is 
potentially  a  serious  weakness,  one  which  may  carry  over  to  the  newer  hybrid 
plans. 

One  recent  study  of  a  PPO  found  that  enrollees  used  the  PPO's 
providers  for  preventive  care  and  minor  illnesses,  but  went  outside  the 
network  about  half  the  time  for  specialty  care,  major  surgery,  and 
hospitelization  without  surgery."  One  study  found  a  similar  pattern  among 
PPO  enrollees  who  were  actually  employees  of  one  of  the  providers  in  the 


"Personal  communication  with  officials  of  Prudential  and  CIGNA. 

■^•^Vouters,  Annemarie,  and  James  Hester.  Patient  Choice  of  Providers  in 
a  Preferred  Provider  Organization.  Medical  Care,  v.  26,  no.  3,  Mar.  1988. 
p.  240-255.  The  results  may  not  be  fully  representative,  because  the  PPO 
studied  was  somewhat  skewed  towards  primary  care  providers. 
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PPO  network.**  While  these  findings  are  not  definitive,  they  suggest  a 
dilemma  that  may  be  common  to  both  PPOs  and  the  newer  types  of  managed 
care  plazis.  If  the  price  for  going  out  of  plan  is  not  punitive,  enrollees  may 
obtain  much  of  their  care  outside  the  network;  if  the  price  is  set  high  enough 
to  deter  outside  utilization,  the  plan  may  lose  its  relative  attractiveness. 

Both  solutions  to  the  biased  selection  problem,  higher  premiums  for  the 
non-HMO  plan  or  higher  cost*sharing  for  using  non-HMO  providers,  may 
then  face  the  same  potential  barrier:  the  highest-risk  enrollees,  those  for 
whom  the  greatest  potential  savings  presumably  exist,  may  be  willing  to  pay 
much  more  out-of-pocket  to  retain  free  choice  of  providers  and  avoid 
bureaucratic  restrictions.  While  the  problem  might  be  overcome  by  making 
the  cost  of  unrestricted  health  care  prohibitive,  this  solution  may  be 
foreclosed  by  the  potential  strain  on  labor  relations  (or,  in  the  case  of  public 
programs,  political  resistance). 

One  other  solution  that  has  been  proposed  is  to  go  to  the  roots  of 
consumer  resistance  to  managed  care,  the  concern  about  quality.  Some 
analysts  argue  that,  because  consumers  have  little  information  about  the 
relative  quality  of  different  medical  care  providers,  they  must  rely  on  "signals" 
of  quality  sent  out  by  various  providers,  such  as  the  use  of  elaborate 
technology  or  aggressive  medical  treatment  styles."  If  the  persons  with  the 
highest  expectation  of  requiring  medical  services  will  accept  financial  sacrifices 
to  avoid  managed  care  programs,  this  may  be  because  they  cannot  evaluate 
the  care  offered  by  such  programs  and  wish  to  remain  free  to  seek  out  the 
providers  who  more  actively  signal  quality.  This  preference  might  be 
overcome  if  consumers  had  reliable  data  on  the  actual  quality  of  the  care 
furnished  by  different  providers  or  provider  systems  such  as  HMOs. 

This  view  has  led  to  such  proposals  as  the  "buy  right"  plan  advanced  by 
Walter  McClure  of  the  Center  for  Policy  Studies  in  Minnesota.  Under  this 
plan,  a  community  would  collect  and  make  available  to  consumers  uniform 
data  on  patient  outcomes  from  all  providers.  Consumers  would  then  be  in  a 
position  to  determine  whether  the  higher  cost  providers  were  actually 
furnishing  superior  care  and  could  thus  make  rational  purchasing  decisions. 
The  proposal  assumes  that  the  community  can  agree  on  objective  measures  of 
quality.  Past  efforts  to  develop  uniform  bases  of  comparison  have  been 
controversial.  For  example,  the  annual  release  by  the  Health  Care  Financing 
Administration  of  mortality  data  for  Medicare  beneficiaries  in  hospitals  has 
been  criticized  on  the  grounds  that  numerous  factors  other  than  relative 


ehr,  Paula,  et  al.  Use  of  a  Preferred  Provider  by  Employees  of  the 
Preferred  Provider.  Health  Services  Research,  v.  23,  no.  4,  Oct.  1988,  p.  537- 
554. 

'^'^For  an  elaboration  of  this  theory,  see  Robinson,  James  C.  Hospital 
Quality  Competition  and  the  Economics  of  Imperfect  Information.  Milbank 
Quarterly,  v.  66,  no.  3,  1988.  p.  465-81. 
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proficieiK^  can  affect  the  death  rates  of  hotpital  patienta.  Highly  specialized 
facilities  may  be  treating  the  most  seriously  ill  patients;  facilities  serving  a 
low-income  population  may  find  that  more  of  their  patients  have  delayed 
medical  treatment  beyond  the  point  at  which  they  could  be  helped.  Full 
implementation  of  the  "buy  right*  strategy  might  have  to  wait  until  research 
can  provide  acceptable  standardized  outcome  measures. 

Assuming  that  those  measures  can  be  developed,  how  would  competition 
then  work?  Consume^  would  be  fully  informed  about  the  relative  price  and 
quality  of  competing  health  plans,  and  would  thus  be  equipped  to  make 
medical  care  purchasing  decisions  in  the  same  way  that  they  decide  about 
other  purchases.  Proponents  of  competition  argue  that  the  power  of  the 
market  would  then  compel  all  providers  to  make  steady  improvements  in  both 
quality  and  efficiency.  However,  if  the  health  care  market  could  be  induced 
to  evolve  in  the  same  way  as  other  markets,  it  is  not  necessarily  the  case  that 
the  end  product  would  be  a  single  class  of  providers  uniformly  striving  to 
achieve  the  same  goals.  The  health  care  market  could  instead  be  segmented 
in  the  way  that  the  markets  for  other  goods  and  services  are;  there  might  be 
economy  and  luxury  health  plans  just  as  there  are  economy  and  luxury 
automobiles.  Improving  the  information  available  to  health  care  consumers 
might  mean  only  that  buyers  would  be  better  able  to  distinguish  between  the 
two,  not  that  the  distinction  would  cease  to  exist.  Whether  Americans  are 
prepared  to  accept  the  same  price/quality  tradeoffs  in  buying  medical  care 
that  they  do  in  buying  other  products  is  an  open  question. 
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Health  Care  Reform:  Managed  Competition 


SUMMARY 

Congreu  is  considering  a  range  of 
proposal!  to  control  growth  in  health 
spending.  One  receiving  wide  attention  is 
managed  competition^  under  which  consum- 
ers would  choose  from  among  competing 
health  plans  and  would  be  given  financial 
incentives  to  select  the  most  cost-effective. 
Plans  using  this  approach  have  been  intro- 
duced  in  Congress  by  the  House  Conserva- 
tive Democratic  Forum  and  by  Senator 
Bingaman,  and  President-«lect  Clinton  has 
indicated  that  managed  competition  will 
play  a  part  in  his  health  reform  package. 

Proponents  of  competition  contend 
that  the  favorable  tax  treatment  of  health 
benefits  and  other  factors  have  encouraged 
workers  to  choose  ineflicient  health  plans. 
They  would  change  financial  incentives  to 
make  consumers  more  prudent  purchasers. 
To  insure  that  purchasers  could  assess  the 
price  and  quality  of  different  plans,  an 
intermediary,  the  health  insurance  purchas- 
ing cooperative  (HIPC),  would  be  estab- 
lished between  the  consumer  and  the  com- 
peting health  plans.  By  selecting  qualified 
plans,  standardizing  benefits,  and  providing 
quality  information,  the  HIPC  would  "man- 
age" the  market.  In  most  proposals,  HIPC 
participation  would  be  required  for  alt 
purchasers  in  an  area  or  for  defined  sub- 
groups  (such  as  small  employers  and/or 
individuals  buying  coverage  on  their  own). 
Several  different  insurers  would  arrange 
with  the  HIPC  to  offer  health  benefit  plans. 
Bach  individual  or  family  participating  in 
the  HIPC  would  select  from  among  the 
different  plans  offered.  In  order  to  facili- 
tate consumer  choice,  the  HIPC  would 
collect  and  disseminate  information  on  the 
quality  and  costs  of  the  participating  plans. 


Through  tax  system  changes,  families 
would  be  given  an  incentive  to  choose  the 
least  costly  plan  offered  throu^  the  HIPC 
and  meeting  specified  benefit  and  quality 
standards.  The  expectation  is  that  many 
people  will  opt  for  "managed  care"  plans, 
such  as  health  maintenance  organizations, 
which  arrange  for  covered  services  through 
affiliated  provider  networks  and  seek  to 
provide  care  with  maximum  efficiency. 

Perhaps  the  key  issue  in  evaluating 
managed  competition  is  its  ability  to 
achieve  savings.  There  is  evidence  that 
tightly  structured  HMOs  can  cut  costs  over 
the  short  term,  althou^  they  do  not  ap- 
pear to  reduce  long-term  spending  growth. 
Competition  proponents  say  that  market 
pressure  will  produce  greater  savings. 
However,  it  is  not  certain  that  most  con- 
sumers would  select  hi^y  restrictive  HMO 
plans  (nor  would  such  plans  be  available 
immediately  in  many  areas).  Some  propos- 
als would  have  a  regulatory  back-up  avail- 
able (such  as  limits  on  premium  increases) 
if  competition  failed  to  achieve  savings. 

Some  people  raise  concerns  that  com- 
petitive pressure  could  lead  plans  to  deny 
necessary  services,  or  that  lower-income 
people  could  be  forced  into  a  basic  plan, 
while  others  could  buy  coverage  offering 
higher  quality  care.  Finally,  limits  on  tax 
benefits  are  central  to  the  concept  of  giving 
consumers  incentives  to  be  prudent  pur- 
chasers. For  workers  now  receiving  more 
costly  health  benefits,  however,  these  limits 
would  mean  a  tax  increase  cr  a  reduction  in 
benefits.  Debate  over  this  component  is 
likely  to  be  a  miyor  issue  in  consideration 
of  the  competitive  approach. 


Reprinted  from  Health  C^re  Reform:  Managed  Competition;  Issue  Brief,  by 
Mark  Merlis.  Washington,  Congressional  Research  Service,  Updated  Regularly. 
13  p. 
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Most  Recent  Developments 

Prttlmioaxy  vennoiii  of  Prttidetit-elect  Clinton*!  healih  can  reform  plan 
wouki  in^ude  a  mauafid  eonipttitiott  approach,  along  with  aoma  form  of  apanding 


BACKGROUND  AND  ANALYSIS 

Congreaa  ii  considering  a  wide  range  of  propocala  to  control  the  growth  in  health 
care  tpending.  Many  focus  on  particular  factors  thought  to  contribute  to  rising  costs; 
for  example,  there  are  numerous  plans  for  administrative  simpliHcation  or  for  reforming 
the  malpractice  liability  system .  Other  proposals,  however,  call  for  a  more  fundamental 
restructuring  of  the  way  medical  care  is  paid  for.  One  option  now  receiving 
considerable  attention  is  nuuuigedcompetitionf  under  which  consumers  would  choose 
from  among  a  variety  of  competing  health  plans  and  would  be  given  financial  incentives 
to  select  the  most  cost-effective. 

President-elect  Clinton  has  indicated  that  managed  competition  will  play  a  part 
in  his  health  care  reform  proposal;  the  Bush  Administration's  proposal  also  included 
elements  of  this  approach.  A  number  of  bills  incorporating  the  concept  were  introduced 
in  the  102nd  Congress,  including  H.R.  5936  (Cooper)/S.  3299  (Boren),  the  House 
Conservative  Democratic  Forum  proposal,  and  S.  3300  (Bingaman).  Widely  discussed 
managed  competition  proposals  have  also  been  advanced  by  a  private  ad-hoc 
organization  known  as  the  Jackson  Hole  Group  and  by  California  Insurance 
Commissioner  John  Garamendi. 

The  managed  competition  option  is  commonly  discussed  in  the  context  of  proposals 
to  provide  or  assure  access  to  universal  health  coverage.  Managed  competition  schemes 
have  been  incorporated  in  bills  providing  for  universal  public  coverage,  for  mandated 
employer  coverage,  or  for  individual  purchase  of  private  insurance  with  public  subsidies. 
Thus,  there  is  no  necessary  connection  between  the  selection  of  this  cost  contaiimient 
approach  and  the  preferred  approach  to  guaranteeing  access.  It  is  important,  then,  to 
distinguish  between  the  access/financing  component  of  a  proposal  ~  how  people  will  get 
basic  coverage  and  how  the  coverage  will  be  paid  for  ~  and  the  cost  containment 
component.  This  brief  will  focus  chiefly  on  managed  competition  as  it  might  be 
implemented  in  the  current  health  system,  with  its  mix  of  public  coverage  and  private 
coverage  paid  for  by  employers  and  individuals.  The  summaries  of  specific  proposals 
will  describe  how  managed  competition  has  been  combined  with  different 
access/financing  approaches. 


Evolution  of  the  Concept 

Managed  competition  proposals  begin  with  the  premise  that  the  market  for  health 
services  is  not  truly  competitive  and  that  strengthening  market  competition  would  lead 
to  greater  efficiency  and  quality.  Because  most  services  are  covered  by  insurance, 
consumers  have  no  reason  to  consider  the  costs  or  efficacy  of  the  care  they  obtain.  In 
addition,  consumers  are  largely  sheltered  from  the  costs  of  insurance  itself  Most  people 
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are  covered  throu^  etnplqyxDent,  and  the  employer's  contribution  to  h':%«Ith  benefit 
pUnf  is  czcludad  from  workm'  income  for  tax  purposes. 

Some  economists  have  long  argued  that  the  key  to  controlling  health  care  costs  is 
to  limit  or  eliminate  the  ftiTorable  tax  treatment  of  health  benefits,  thui  encouraging 
workers  to  choose  less  costly  insurance.  In  the  classic  view,  represented  by  such 
proposals  ai  the  Heritage  Foundation  plan,  consumers  would  shift  to  plans  with  hi^^er 
deductible  azxi  coinsurance  pajrments.  As  they  began  to  pay  more  of  their  medical  bills 
directly,  they  .would  become  more  prudent  purchasers  of  services,  avoiding  overpriced 
or  ineffective  care.  (For  a  description  of  the  Heritage  Foundation  plan  and  other  tax- 
based  proposals,  see  Health  Care  Refbnn:  Tax  Syetem  Approache$t  CRS  Issue  Brief 
93002.)  One  objection  to  this  approach  has  always  been  that  consumers  were  not 
actually  in  a  position  to  act  as  prudent  purchasers.  They  cannot  evaluate  whether  a 
given  lab  test  or  operation  is  appropriate  and  so  defer  to  the  judgment  of  their 
physician.  For  many  patients,  greater  cost-sharing  mij^t  merely  shift  costs  from  the 
insurer  to  the  consumer  without  reducing  overall  spending.  In  addition,  most  medical 
care  is  consumed  by  a  small  number  of  individuals  with  catastrophic  costs.  Assuming 
that  any  insurance  plan  would  still  have  some  limit  on  individuals'  out-of-pocket 
spending,  increased  front-end  deductible  and  coinsurance  costs  mig^t  have  no  effect  on 
this  spending 

£^ly  competition  proposals,  in  the  19708,  sou^^t  to  address  these  problems  by 
shifting  the  focus  from  greater  consumer  cost-sharing  to  greater  incentives  for  efficiency 
on  the  part  of  insurance  plans.  Workers  would  still  be  encouraged  to  buy  less  costly 
coverage  by  reducing  tax-favored  employer  payments.  But  the  least  costly  coverage 
would  be  the  plan  that  managed  care  most  effectively,  not  the  plan  with  the  hi^est 
cost-sharing.  The  prototype  for  this  approach  was  the  health  maintenance  organization 


An  HMO  is  a  form  of  health  insurer.  Like  other  insurers,  it  accepts  financial 
responsibility  for  a  defined  set  of  health  care  benefits  in  return  for  a  fixed  monthly  per 
capita  premium  paid  by  or  on  behalf  of  each  enrolled  member.  Unlike  other  insurers, 
HMOs  directly  provide  or  arrange  for  health  care  services,  throu^  affiliated  physicians, 
hospitals,  and  other  providers,  instead  of  simply  paying  bills.  The  enroUees  covered  by 
the  HMO  agree  to  obtain  all  services,  except  emergency  and  out-of-area  care,  from  or 
with  the  authorixation  of  the  HMO  or  its  affiliated  providers.  An  HMO  attempts  to 
reduce  costs  by  managing  enrollees*  use  of  services.  It  may  reduce  unnecessary 
hospitalizations,  diagnostic  tests,  or  specialty  referrals,  either  throu^  programs  to 
review  the  use  of  services  or  by  giving  participating  physicians  a  financial  stake  in  the 
cost  of  the  services  they  order.  It  may  also  select  low-cost  providers  of  services  or 
negotiate  discounted  rates  from  providers. 

Federal  start-up  assistance  for  HMOs  in  the  19708,  along  with  the  belief  of  many 
employers  that  HMOs  could  reduce  their  health  benefit  costs,  led  to  rapid  growth  in  the 
industry.  In  1970,  there  were  26  HMOs  or  comparable  prepaid  plans  in  the  United 
States,  with  a  total  enrollment  of  2.9  million.  By  1990,  according  to  the  Group  Health 
Association  of  America  (GHAA),  there  were  569  HMOs  reporting  a  total  enrollment  of 
36.5  million. 

Beginning  in  the  early  1980s,  other  types  of  "managed  care"  plans  have  developed. 
These  include  preferred  provider  organizMiaos  (PPOs)  and  'open-ended"  or  "point-of- 
service"  HMOs.  As  in  traditional  HMOs,  these  arrangements  provide  covered  services 
throu|^  provider  networks.  Enrollees  are  given  financial  incentives  to  use  services 
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within  the  plan'i  provider  network,  but  «til!  receive  some  coverage  even  if  they  decide 
to  obtain  care  from  outside  providers.  These  arrangements  may  be  more  attractive  to 
consumers  who  wish  to  retain  some  freedom  of  choice  of  providers,  and  th^  have 
grown  even  faster  than  HMOs  in  recent  years.  According  to  the  Health  Insurance 
Association  of  America  (HIAA),  PPOs  and  point-of-service  plans  accounted  for  18%  of 
enroUees  in  employer  group  health  plans  in  1990,  compared  to  20%  in  HMOs.  Most 
indemnity  or  "fee-for-service"  plans,  which  allow  unlimited  choice  of  providers,  have  also 
adopted  at  least  some  techniques  associated  with  managed  care,  such  as  pre-admission 
approval  of  elective  hospital  stays.  Only  5%  of  employees  in  1990  were  still  in  plans 
with  no  utilization  management.  (Althou^^  somo  insurers  speak  of  conventional  plans 
with  some  utilisation  management  as  "managed  care,"  the  phrase  is  more  commonly 
limited  to  plans  with  some  form  of  affiliated  provider  network.) 

The  dramatic  increase  in  the  use  of  managed  care  has  not  been  accompanied  by 
any  apparent  slowdown  in  the  growth  of  national  health  spending.  Managed 
competition  advocates  contend  that  this  problem  reflects  the  continuing  ineffectiveness 
of  the  market.  Because  the  tax  law  still  favors  more  costiy  coverage,  consumers  have 
a  limited  incentive  to  choose  a  more  efficient  plan.  The  confusing  variety  of  available 
benefit  packages  makes  price  comparison  difficult,  and  consumers  lack  reliable 
information  on  the  quality  of  different  plans.  In  addition,  many  insurers  may  compete, 
not  on  the  basis  of  efficiency,  but  on  the  basis  of  their  ability  to  screen  out  high-risk 
applicants  and  enroll  low-coat  patients. 

Another  key  problem  has  been  "biased  selection."  Many  persons  are  resistant  to 
the  restrictions  inherent  in  HMOs;  they  want  to  choose  their  own  doctor.  As  a  result, 
younger  and  healthier  people  may  tend  to  choose  HMOs,  while  the  older  and  sicker 
ones  stay  with  conventional  indemnity  coverage  and  continue  to  incur  high  costs.  This 
means,  not  only  that  costly  patients  fail  to  receive  managed  care,  but  also  that  HMOs 
may  be  under  less  pressure  to  operate  efficiently  than  they  would  be  if  they  served  a 
fully  representative  population. 

The  current  managed  competition  proposals  seek  to  address  many  of  the  structural 
problems  of  the  market  by  introducing  an  intermediary,  often  termed  a  hesdth 
inaurauioe  purchasing  corporation  (HIPC),  between  the  consumer  and  the 
competing  health  plans.  By  selecting  qualified  plans,  standardizing  benefits,  and 
providing  quality  information,  the  HIPC  would  manage  the  market,  ensuring  consumers 
a  real  choice  among  plans  competing  on  the  basis  of  quality  and  efficiency.  (Note  that 
the  phrase  "managed  competition"  refers  to  this  feature  of  the  proposals,  managing  or 
regulating  the  market,  rather  than  to  the  use  of  "managed  care"  plans.) 

Despite  this  refinement  in  competition  proposals,  the  basic  mechanism  for 
promoting  competition  is  unchanged:  consumers  would  be  required  (throu^  tax  system 
changes  or  other  means)  to  bear  the  entire  cost  of  choosing  any  but  the  least  costly 
health  plan  meeting  minimum  standards.  From  the  perspective  of  many  workers,  this 
means  taking  a  benefit  they  now  perceive  as  free  -  access  to  employer-paid  indemnity 
coverage  -  and  charging  them  for  it.  Debate  over  this  key  component  is  likely  to  be  a 
migor  issue  in  congressional  consideration  of  the  competitive  approach. 


Basic  Model 

Purchasers  of  health  insurance  coverage,  whether  employers  or  individuals,  would 
join  together  in  a  HIPC.  The  HIPC  could  be  organized  by  the  purchasers  themselves 
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in  A  voluntary  aMociation.  However,  moft  propowOa  would  require  HEPC  participation 
for  all  purchaaert  in  the  HIPC'i  goographic  area  or  for  defined  subgroupe  (tuch  aa  small 
employers  and/or  indtviduala  buying  coverage  on  their  own).  Several  different  entitiea 
(inaurert  or  inaurer-^ronder  networka)  would  arrange  with  the  HIPC  to  offer  health 
benefit  plana  to  HIPC  participanU.  The  HIPC  mi^t  enter  into  agreemenU  with  any 
inaurer  that  met  minimum  quality  and  financial  ttandarda,  or  it  might  be  given  the 
power  to  limit  the  number  of  participating  insurer*. 

The  HIPC  (or  a  State  or  national  board)  would  define  a  basic  plan,  the  minimum 
scope  of  benefits  that  muat  be  provided  by  all  participating  insurers.  Insurers  mi^t 
be  allowed  to  offer  plans  with  benefito  beyond  the  minimum,  such  as  prescription  drug 
coverage  or  a  reduced  deductible.  Or  they  mi^it  all  be  required  to  offer  the  same  plan, 
with  plans  differing  only  in  coverage  of  non-easential  "amenities,"  such  as  payment  for 
a  private  room  in  a  hoipital.  Plans  would  then  differ  chiefly  in  their  arrangements 
with  providers.  Some  would  be  HMOs,  othera  would  be  PPOs  or  other  less  restrictive 
managed  care  plans,  and  there  might  still  be  an  indemnity  option  allowing  unrestricted 
choice  of  providers. 

Each  individual  or  family  participating  in  the  HIPC  would  select  from  among  the 
different  plans  offered.  This  individual  selection  would  occur  even  if  the  consumer  was 
part  of  an  employer  group  and  the  employer  paid  for  coverage;  the  individual,  not  the 
employer,  would  chooae  the  plan.  If  the  individual  changed  jobs,  moving  from  one 
employer  to  another  in  the  oame  HIPC,  the  individual  could  remain  enrolled  in  the 
same  plan.  An  individual  could  change  plans  at  given  intervals,  such  as  once  a  year. 

Each  plan  would  agree  to  accept  every  individual  who  selected  it;  no  one  could  be 
excluded  on  medical  or  other  grounds,  nor  could  rates  vary  on  the  basis  of  health  status 
or  similar  characteristics.  Individuals  would  enroll  in  their  selected  plan  throu^  the 
HIPC;  in  most  proposals,  a  plan  could  not  market  directly  to  individuals.  (This  feature 
is  intended  to  prevent  plans  from  screening  out  hi^-risk  applicants  and  to  reduce 
administrative  costs.)  In  order  to  facilitate  consumer  choice  among  plans,  the  HIPC 
would  collect  and  disseminate  comparative  information  on  the  quality  and  cosU  of  the 
participating  plans.  AbiUty  to  furnish  this  data  would  be  a  key  factor  in  a  plan's 
eligibility  for  HIPC  participation. 

Most  proposals  also  attempt  to  address  the  problem  of  biased  selection  through 
some  form  of  risk  adjustment  The  HIPC  would  reduce  premium  paymenU  for  plans 
found  to  have  lower-risk  populations  and  increase  payments  for  plans  with  hi^er-risk 
enrollees.  The  mechanisms  for  doing  so  are  discussed  below. 

Through  bidding  or  some  other  process,  the  HIPC  would  establish  the  lowest 
premium  rate  offered  by  any  participating  insurer  for  a  plan  providing  at  least  the 
minimum  required  benefits.  This  would  then  become  the  base  price  for  HIPC  coverage. 
Employers  would  be  discouraged  (throu^  changes  in  the  tax  code)  or  forbidden  to 
contribute  more  than  this  amount  towards  employees*  coverage.  If  individuals  were 
eligible  for  some  form  of  public  subsidy,  whether  direct  or  in  the  form  of  tax  credits  or 
deductions,  the  maximum  subsidy  would  be  set  equal  to  the  base  price.  Any  consumer 
could  join  the  least  costly  plan  for  the  base  price.  If  the  consumer  wished  to  join  a 
more  expensive  plan,  he  or  she  would  pay  the  entire  difference  between  that  plants 
premium  and  the  base  price,  without  any  employer  or  public  assistance.  All  consumers 
would  thus  be  given  a  financial  incentive  to  select  a  less  costly  plan.  Those  with  very 
low  incomes  might  have  no  choice  but  to  enroll  in  the  minimum  plan,  although  some 
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propocali  include  mecbanisma  that  would  diitribute  low-income  enrolleet  among  several 
plana. 


Actual  implementation  of  the  managed  competition  concept  raises  numerous 
issues.  The  following  is  a  summary  of  a  few  of  them  and  is  not  meant  to  be  exhaustive. 

ULLPC.  The  Bush  Administration  proposal  and  some  others  have  called  for 
voluntary  HIPC  formation,  for  example  by  organizations  of  small  businesses.  There 
mig^t  be  multiple  HIPCs  in  a  single  area,  and  any  purchaser  could  decide  whether  to 
buy  coverage  through  a  HH  C  or  deal  with  an  insurer  directly.  At  least  three  concerns 
have  been  raised  about  this  approach.  First,  there  mi^t  be  many  small  Hll'Cs,  none 
of  which  had  sufficient  bargaining  power  to  get  the  best  prices  from  competing  insurers. 
Second,  no  one  would  enter  a  HIPC  who  could  obtain  a  better  price  outside  the  HIPC; 
HIPCs  might  attract  only  high-risk  groups  or  individuals.  Third,  and  in  consequence, 
HIPCs  would  face  the  same  pressures  insurers  do  now,  to  screen  out  hig^  risk 
applicants  and  keep  their  prices  low.  (The  best-known  prototype  voluntary  HIPC, 
Cleveland's  Council  of  Small  Enterprises  (COSE),  excludes  some  high  risk  groups.) 

Thus  many  proposals  instead  call  for  a  single  HIPC  in  a  geographic  area,  such  as 
part  of  a  State.  (Determining  the  size  of  the  area  require*  balancing  the  need  for 
reasonably  uniform  cost*  against  the  need  for  a  large  enou^  HIPC  to  operate 
effectively.)  HIPC  participation  by  at  least  some  classes  of  purchasers  would  be 
mandatory.  For  example,  businesses  up  to  a  certain  size  mig^t  be  required  to  purchase 
coverage  through  the  area  HIPC,  while  larger  employers  could  buy  coverage  outside  it 
or  self  insure  (pay  employees'  claims  directly  instead  of  paying  premiums  to  a  insurer). 
Some  argue  that  larger  firms  have  the  resources  to  do  their  own  plan  evaluation  and 
bargaining  without  the  HIPC.  In  addition,  firms  operating  in  multiple  HIPC  areas 
would  prefer  to  offer  uniform  benefits  rather  than  deal  throug^h  multiple  HIPCs.  There 
is  a  question  whether  firms  not  required  to  join  the  HIPC  could  be  allowed  do  so 
voluntarily.  Some  would  exclude  them  on  the  grounds  that  only  firms  with  above- 
average  costs  would  do  so,  thus  driving  up  HIPC  premiums  and,  in  effect,  compelling 
small  firms  to  subsidize  high  risk  larger  firms. 

Accountable  health  plans.  HIPC  participation  would  be  limited  to  what  are 
frequently  termed  accountable  health  plans  (AHPs),  those  that  meet  certain  minimum 
standards.  Some  proposals  would  have  a  Federal  board  develop  the  standards  and 
certify  eligible  plans,  while  others  would  leave  this  function  to  the  HIPC.  AHPs  would 
have  to  demonstrate  solvency  arid  comply  with  standards  for  non-discrimination  in 
enrollment  and  rating.  At  least  at  the  outset,  AHPs  would  not  have  to  be  HMOs  or 
other  managed  care  plans,  although  managed  competition  proponents  assume  that  these 
types  of  plans  are  most  likely  to  survive  the  pressures  of  the  market.  Instead,  AHPs 
would  have  to  furnish  information,  specified  by  the  Federal  board  or  the  HIPC,  relating 
to  use  and  costs  of  services  and  outcomes  of  medical  care.  This  information  is  central 
to  the  HIPC's  function  of  furnishing  comparative  cost/quality  data  to  consumers.  The 
nature  of  this  information  has  not  been  fully  specified,  and  it  is  not  clear  that  many 
plana  (whether  HMO  or  indemnity)  could  currently  furnish  the  detailed  data 
contemplated.  Proponents  of  managed  competition  expect  that  data  standards  would 
become  more  itringent  over  time;  ultimately  smaller  insurers  would  be  unable  to  meet 
them,  leading  to  greater  industry  concentration. 


Implementation  Issues  and  Options 
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A  key  iMue  it  whether  the  HIPC  muft  accept  any  plan  meeting  AHP  ttandarda, 
or  whether  it  may  exercise  diacretion  and  lelect  a  limited  number  of  plans.  Arguments 
for  m  limited  number  of  plans  include  the  potential  for  economies  of  scale,  easier 
comparisons  for  consumers,  and  perhaps  allowing  the  HEPC  to  deal  with  quality  issues 
and  other  emerging  problems  more  rapidly  and  informally  than  would  be  possible  in  a 
system  with  more  plans  and  a  stricter  regulatory  structure.  However,  proposals  that 
mandate  HIPC  participation  by  some  or  all  employers  *-  and  perhaps  by  Medicaid 
beneficiaries  and  individual  purchasers  *-  could  mean  that  no  insurer  could  operate  in 
an  area  if  it  was  not  selected  by  the  HIPC.  Some  people  estimate  that  as  many  as  3,000 
separate  entities  now  sell  health  insurance  in  the  U.S.  There  is  likely  to  be 
considerable  resistance  to  giving  HIPCs  discretionary  powen  to  put  all  but  five  or  six 
of  these  out  of  business.  Instead  HIPCs  mi^t  be  required  to  operate  in  a  formal,  quasi- 
governmental  fashion,  with  market  concentration  occurring  gradually  as  standards^and 
competitive  pressures  grew  ti^^ter.  // 

Defining  benefits.  BtCanaged  competition  requires  both  the  definition  of  a  basic 
benefit  package  and  a  decision  about  what  sorts  of  benefits  may  be  offered  over  and 
above  the  basic  package. 

Defining  this  package  is  an  important  issue,  since  the  package  would  constitute 
not  only  the  minimum  available  for  all  participants  but  also  the  maximum  for  which 
employer  contributions  or  public  subsidies  would  be  provided.  A  basic  plan  that  would 
be  affordable  for  individuals  or  small  employers  could  represent  a  significant  reduction 
in  benefiU  for  employees  of  larger  firms  with  generous  benefit  plans.  On  the  other 
hand,  the  scope  of  the  basic  plan  would  also  determine  the  amount  of  new  Federal 
revenues  available  from  limiting  the  tax  exclusion  for  employer  benefits;  a  package  less 
generous  than  current  employee  benefits  would  raise  more  money. 

In  most  proposals,  the  basic  package  would  also  constitute  the  "free"  plan  for 
current  Medicaid  beneficiaries  and  new  low-income  populations  receiving  assistance  in 
buying  coverage.  Too  restrictive  a  basic  package  could  deprive  the  poor  of  access  to 
needed  services;  some  proposals  would  include  free  supplemental  benefits  for  persons 
below  a  given  income  threshold. 

>Vhatever  the  basic  plan  consists  of,  there  is  also  the  issue  of  what  may  be  offered 
over  and  above  the  basic  plan  (with  any  additional  expenses  to  be  borne  by  the 
consumer).  As  noted  earlier,  some  proposals  would  require  an  AHP  to  sell  the  basic 
plan  and  nothing  else,  on  the  grounds  that  benefit  variations  make  price  comparison 
difficult,  and  that  some  benefit  packages  could  be  designed  by  insurers  to  attract  low- 
risk  enrollees  and  deter  hi^-risk  ones.  Under  these  proposals,  variation  among  plans 
would  be  limited  to  "amenities."  This  term  is  ill-defined;  amenities  could  conceivably 
include,  not  just  persona]  comfort  items,  but  also  greater  access  to  medical  technology, 
shorter  waiting  times  for  services,  and  hi^er  quality  care.  The  result  could  be  the 
evolution  of  different  levels  of  access  and  quality  for  different  income  groups.  This 
issue  is  considered  further  below. 

Finally,  there  is  the  question  of  whether  individuals  purchasing  basic  coverage 
through  the  HIPC  could  separately  purchase  supplemental  coverage,  for  example  to 
meet  deductible  and  coinsurance  requirements  under  the  basic  plan.  While  the 
competitive  approach  would  not  necessarily  rule  out  individuals'  buying  additional 
coverage  with  their  own  afler-tax  dollars,  persons  with  supplemental  coverage  mi^t 
use  more  services  under  the  basic  plan  than  personi  without  this  coverage  (because 
they  would  not  have  the  deterrent  of  cost-sharing).  Price  comparisons  among  basic 
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plant  mif^t  be  diftorted  if  tome  pltns'  enroUeea  were  obUining  care  financed  throu^ 
tupplemental  coverage. 

Risk  adiliutment.  At  noted  earlier,  mott  propotalt  call  for  tome  form  of  ritk 
a^juttment  to  correct  for  biated  lelection,  including  both  ielf*telection  (preference  of 
high-ritk  patientt  for  certain  plant)  and  "tiummin^  (deliberate  meaturet  by  plant  to 
attract  low-ritk  enrollees).  The  HIPC  would  collect  premiumt  due  to  each  plan 
(including  employer,  public,  and/or  individual  contributiont)  and  would  then  a^jutt  the 
amount  to  reflect  the  actual  level  of  ritk  represented  by  each  plan*t  population.  Thit 
it  meant  to  enture  that  plant  compete  on  the  batit  of  efficiency,  rather  than  on  their 
ability  to  attract  low-cott  enrolleet. 

Ritk  a(jyuttment  requiret  meaturet  that  can  reliabfy  predict  the  relative  need  for 
health  tervicet  of  the  membenhip  of  different  plant  on  the  batit  of  readily  collectible 
information  about  member  cbaracterittict.  The  timplett  meaturet  are  demographic 
characteriitict  tuch  at  age  and  tex.  There  have  alto  been  experimentt  with  the  ute  of 
other  kind*  of  data,  including  a  review  of  patt  diagnotet  or  tervicet  received  and 
quettionnairet  on  telf-perceived  health  ttatut.  At  an  individual  level,  age  and  tex  have 
been  found  to  predict  only  1-4%  of  differencet  in  health  utilization.  Syttemt  uting 
diagnoait  or  tervice  data  do  only  tomewhat  better,  predicting  up  to  8%  of  utilisation; 
however,  moat  have  been  tetted  on  Medicare  populationt  and  might  not  function  at  well 
for  younger  populationt  with  lett  chronic  illnett.  Some  proponents  of  managed 
competition  contend  that,  if  HIPC  areat  are  large  enou^  and  there  are  only  a  few 
AHPt  in  each  HIPC,  plan  populationt  may  be  large  enough  that  even  relatively  crude 
meaturet  (tuch  at  age,  tex,  and  a  brief  health  questionnaire)  would  permit  adequate 
plan  compariton. 

Plan  capacity.  A  central  concept  of  managed  competition  it  that  every  individual 
in  the  HIPC  can  chooce  the  moat  efficient  plan  for  the  bate  price  or  can  pay  more  for 
a  lett  efficient  plan.  However,  the  plant  that  are  hypothetically  mott  efficient  ~  ttaff 
and  group  model  HMOt  alto  have  a  limited  thort-term  capacity  to  accept  new 
members,  becaute  they  mutt  develop  new  facilities  and  hire  additional  pertonnel  when 
their  enrollment  grows.  This  could  mean  that  many  HIPC  participants  would  not  in 
fact  have  the  option  of  joining  the  lowest  cost  plan.  If,  for  example,  the  Dittrict  of 
Columbia  Medicaid  program  bouf^t  coverage  throuf^  the  local  HIPC  and  the  low- 
bidding  plan  wat  one  of  the  group  model  HMOt,  there  mi^^t  be  100,000  beneficiaries 
teeking  to  join  an  HMO  that  could  accept  only  5,000  or  10,000,  becaute  all  other 
optiont  would  require  out-of-pocket  payment.  Thit  it  an  extreme  cate,  but  it  it  pottible 
that  there  will  be  alwayt  be  areat  in  which  the  lowest  cott  plan  cannot  tccept  everyone 
who  withet  to  join  it.  Participantt  mi^t  then  be  allowed  join  the  next  leatt  costly 
plan  without  additional  out-of-pocket  cottt  (and  to  on  until  there  were  enough  bate 
price  tlott  for  everyone  who  wanted  one).  However,  thit  tolution  would  weaken  price 
competition  and  could  limit  potential  tavingi  until  capacity  problemt  could  be  tolved. 

Imperfect  competition.  Many  parte  of  the  country  ttill  have  no  HMOt  or  other 
network  plant,  and  there  are  areat  in  which  development  of  competing  provider 
networkt  may  not  be  featible  (for  example,  a  rural  towm  with  a  tingle  physician).  Some 
propotalt  define  thete  "areat  of  imperfect  competition,"  thote  that  may  be  temporarily 
or  permanently  unable  to  tupport  true  competition  among  plant  and  whose  populations 
are  likely  to  continue  in  traditional  indemnity  coverage.  Over  time,  there  mi|^t  be 
relatively  few  such  areas.  At  of  1989,  however,  there  were  ttitl  12  Statet  in  which 
fewer  than  5%  of  the  intured  population  wat  in  HMOt.  Pending  development  of 
competing  plant,  tome  proposals  would  use  other  cost  controls  in  these  areas,  such  as 
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price  or  premium  regulation.  Thit  solution,  however,  moves  from  a  competitive  to  a 
regulatory  approach,  and  raiaea  the  problem  of  decidingjuat  when  an  area  has  tuflicient 
competition  to  shift  back  &om  the  regulatory  to  the  market  approach  to  coat  control. 

Income  tiering.  Managed  competition  proponents  argue  that  the  power  of  the 
market  would  compel  all  plans  to  inake  steady  improvements  in  both  quality  and 
eflicienqr.  However,  if  the  health  care  market  could  be  induced  to  evolve  in  the  same 
way  as  other  markets,  it  is  not  necessarily  the  case  that  the  end  product  would  be  a 
single  class  of  plans  uniformly  striving  to  achieve  the  same  goals.  The  health  care 
market  might  instead  be  segmented  in  the  way  that  the  markets  for  other  goods  and 
services  are:  there  might  be  economy  and  luxury  health  plans,  with  di0erent  levels  of 
access  and  quality,  just  as  there  are  economy  and  luxury  automobiles.  Access  to  care 
varies  by  income  level  in  the  current  iryttem;  so  long  as  everyone  was  assured  basic 
coverage  of  adequate  quality,  it  might  not  be  a  concern  that  access  disparities  would 
continue  in  a  competitive  system.  However,  some  proposals  do  seek  to  reduce  the 
possibility  that  there  mi^^t  develop  low-income  and  hi^-income  health  plans. 

One  proposal  for  limiting  tiering  is  to  require  that  every  plan  accept  a  specified 
number  of  low-income  persons  at  the  base  rate;  this  would  require  some  system  for 
deciding  who  would  be  allowed  into  the  higher>priced  plan  and  who  would  be  required 
to  accept  the  free  plan.  An  alternative,  included  in  the  Garamendi  plan,  is  to  place  a 
dollar  or  percentage  limit  on  the  amount  by  which  any  plan's  premium  could  exceed  the 
base  rate.  This  would  limit  the  range  of  quality  differences  among  plans. 


JmckMon  Hole  Gronp.  The  Jackson  Hole  Group  is  an  informal  group  of  health 
poliqr  experts  and  other  interested  parties  led  by  Paul  EUwood,  Alain  Enthoven,  and 
Lynn  Etheredge;  the  group's  health  reform  proposal  was  first  issued  in  1991.  Under 
the  general  overtt^t  of  a  National  Health  Board,  each  State  would  designate  one  or 
more  HIPCs  that  would  contract  with  Accountable  Health  Partnerships  (AHPs).  AHPs 
would  be  provider  or  provider-insurer  networks  that  were  approved  by  the  national 
board  and  that  (a)  agreed  to  provide  a  uniform  benefit  package  approved  by  the  board 
to  all  firms  or  individuals  and  (b)  provided  outcome  data  specified  the  board  to  allow 
comparison  of  quality  among  AHPs. 

All  employers  would  be  required  to  contribute  to  the  cost  of  health  benefits  for 
full-time  employees  and  pay  a  payroll  tax  on  behalf  of  part-time  employees.  Firms  with 
fewer  than  100  emplogreea  would  obtain  coverage  through  the  HIPC;  larger  firms  could 
deal  with  AHPs  on  their  own.  The  current  exclusion  of  health  benefits  from  employees* 
income  would  not  apply  to  non-AHP  plans  or  to  any  employer  contributions  in  excess 
of  the  lowest  price  offered  by  an  AHP  through  the  area  HIPC  for  the  standard  benefit 
package.  Employees  wishing  a  more  costly  plan  would  pay  the  difference  themselves. 
Part-time  workers  and  others  not  obtaining  coverage  through  their  employer  would 
obtain  coverage  throus^  the  HIPC.  The  State  would  pay  the  premium  for  the  lowest- 
cost  plan  on  i>ehalf  of  Medicaid  beneficiaries  and  would  subsidize  all  or  part  of  the 
premiums  for  other  low-income  persons.  Eventually  Medicare  would  also  purchase 
coverage  throu^  HIPCs. 

Conservative  Democratic  Fonun  (CDF).  The  CDF  plan,  introduced  in  the 
102nd  Congress  as  Hit  5936  (Cooper),  is  conceptually  similar  to  the  Jackson  Hole 
proposal,  but  differs  in  several  key  details.  Employers  would  not  be  required  to  furnish 
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health  coverage.  Small  employew  (thoae  with  up  to  1,000,  or  at  State  option  up  to 
10,000  employeea)  who  choae  to  offer  coverage  would  have  to  purchaie  through  the 
HIPC.  Employer  contribotioD/,  in  excMa  of  the  loweat  AHP  pric«  would  not  become 
taxable  income  to  the  employr.e,  but  the  employer  would  be  aubject  to  a  34%  excise  tax 
on  extern  contributiona  or  acr/  contributiona  to  a  non-AHP  plan.  (Self-inaured  plana 
could  continue  to  operate  ifi^My  met  AHP  atandarda.)  Baaic  plan  coata  would  be  fully 
deductible  for  individuals.  Medicaid  would  be  phased  out,  with  the  acute  care 
component  replaced  by  Fedaral  premium  and  coat-sharing  subsidies  for  low-income 
persona  covered  throu^  IUPCs;  Statea  would  be  reaponaible  for  long-term  care. 
Financing  for  low-income  ai.bsidies  would  include  the  exciae  tax  on  excess  contributions 
and  elimination  of  the  current  ceiling  on  wagea  subject  to  the  Medicare  payroll  tax. 

Senator  Bingaman.  Senator  Bingaman  introduced  three  managed  competition 
bills  in  the  102nd  Congress:  S.  2675,  S.  3165,  and  S.  3300.  The  last  of  these  is  the  most 
comprehensive.  It  would  create  an  HIPC/AHP  structure  comparable  to  that  in  the 
Jackson  Hole  and  CDF  proposals.  All  U.S.  residents  would  be  eligible  for  coverage 
through  State^established  HIPC  programs.  Federal  contributions  to  the  State  programs 
would  cover  an  average  of  75%  of  the  cost  of  coverage,  with  the  remainder  financed 
through  individual  premiums  (subsidized  for  low-income  persons)  and  optional  employer 
contributions.  The  Federal  grants  would  bejmbject  to  budget  limits  based  on  projected 
national  average  per  capita  costs  for  AHP  coverage;  States  not  able  to  provide  coverage 
within  the  limita  would  have  to  supply  additional  resources.  No  employer  could  offer 
a  plan  outside  the  HIPC;  current  self-insured  plans  could  be  offered  through  the  HIPC 
but  apparently  could  not  be  restricted  to  the  employer's  own  workers. 

Ganunendi  plan.  In  February  1992,  California  Insurance  Commissioner  John 
Garamendi  proposed  a  universal  coverage  plan  to  be  implemented  at  the  State  level. 
The  California  legislature  approved  legislation  to  plan  for  implementation  of  the 
proposal;  this  legislation  was  vetoed  by  Governor  Wilson.  Under  the  Garamendi  plan, 
the  State  would  establish  one  HIPC  for  each  geographic  area;  virtually  all  persons  in 
the  State  would  obtain  uniform  coverage  throu^  the  HIPC.  Medicaid  and  perhaps 
Medicare  would  be  incorporated  in  the  system  if  Federal  waivers  could  be  secured.  The 
State  would  pay  the  premium  for  the  lowest-priced  plan  on  behalf  of  all  residents,  with 
the  costs  to  be  funded  through  employer  and  employee  payroll  taxes.  The  State 
contribution  could  not  exceed  per  capita  revenues  from  the  payroll  tax;  this  would  in 
effect  cap  the  premium  for  the  low-price  plan.  Individuals  choosing  a  higher-priced  plan 
would  pay  the  excess  premium  themselves.  However,  there  would  be  at  least  two  health 
plans  available  for  no  additional  premium,  and  there  would  be  a  limit  on  the  amount 
by  which  any  plan's  premium  could  exceed  the  base  price.  (One  novel  feature  of  the 
plan,  not  directly  related  to  managed  competition,  is  ''24-hour  coverage."  Health 
payments  by  sources  other  than  health  insurance,  such  as  workers'  compensation  or 
automobile  insurance,  would  be  folded  into  the  health  plan.) 

Fee*for-service  default  proposals.  Some  proposals  would  extend  coverage  to 
all  VS.  residents  through  a  universal  public  program  (whether  Federal  or  State),  but 
would  give  enrollees  the  option  of  selecting  a  managed  care  alternative.  These  include 
H.R,  5514  (DingeliyWaxman)  and  S.  1446  (Kerrey)  in  the  102nd  Congress.  Coverage  in 
the  standard  fee-for-service  plan  would  be  free;  managed  care  plans  would  also  be  free, 
but  could  offer  more  extensive  benefits  or  reduced  cost-sharing.  This  way  of 
incorporating  managed  care  is  more  or  less  the  inverse  of  competitive  proposals,  in 
which  benefits  do  not  vary  among  plans  and  enrollees  must  pay  extra  for  a  fee-for- 
service  plan. 
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Potential  Savings 


Overall  Mvinipi.  Managed  competition  -  in  the  ten«e  of  a  regulated  market  with 
strong  consumer  ioc«ntiT«a  to  choose  coet-efTective  plans  and  adequate  information  for 
evaluating  those  options  ~  has  never  been  tried.  Most  large  employers  have  offered  two 
or  more  choices  of  health  plans  for  many  years,  and  some  Gike  the  Federal  Employees 
Health  Benefits  Program,  FEHBP)  have  offered  a  wide  menu  of  fee-for>service,  HMO, 
and  other  managed  care  plans,  with  significant  differences  in  required  employee  cost 
sharing  depending  on  choice  of  plan.  However,  few  of  these  multiple  choice  systems 
meet  all  the  criteria  spectfied  by  managed  competition  advocates  as  necessary  for 
program  success.  Employer  contributions  are  not  necessarily  fixed  at  the  cost  of  the 
lowest-priced  plan,  benefits  under  different  choices  are  not  uniform,  reliable  quality 
information  is  not  made  available  to  enrol  lees,  and  no  corrections  are  made  for  biased 
selection.  Medicare  and  many  State  Medicaid  programs  have  also  offered  choices 
between  traditional  coverage  and  HMO  enrollment;  however,  beneficiaries  have  had 
little  or  no  financial  incentive  to  accept  the  restrictions  of  HMO  coverage.  (Some  States 
have  mandated  Medicaid  HMO  enrollment  for  some  beneficiaries,  instead  of  using  the 
competitive  approach.) 

In  short,  there  is  little  experience  to  indicate  whether  the  market  restructuring 
proposed  by  supporters  of  managed  competition  would  in  fact  induce  most  consumers 
voluntarily  to  select  HMOs  or  other  hypothetically  more  cost-effective  health  plans,  or 
whether  many  would  pay  larger  premiums  to  retain  freedom  of  choice  of  providers. 
Assuming,  however,  that  consumers  would  in  fact  select  some  form  of  managed  care 
plan,  would  these  choices  i^ult  in  overall  cost  savings?  Evidence  on  the  efHcacy  of 
HMOs  and  other  managed  care  plans  has  been  reviewed  at  length  elsewhere,  most 
recently  by  the  Congreasional  Budget  Office  (CBO)  (see  For  Additional  Reading).  The 
following  is  a  brief  summary  of  what  is  known. 

-  Staff  and  group  model  HMOs  those  that  employ  or  contract  with  physicians 
who  exclusively  treat  HMO  enrollees  in  HMO-operated  facilities  -  have  been 
shown  in  the  past  to  achieve  savings  of  up  to  25%  relative  to  completely 
uncontrolled  indemnity  plans.  As  noted  earlier,  most  indemnity  plans  now 
use  at  least  pre-admission  review  of  inpatient  stays.  For  this  and  other 
reasons,  CBO  estimates  that  staff  and  group  model  HMOs  might  now  save 
15%  compared  to  indemnity  plans.  Individual  practice  associations  (IPAs), 
which  contract  with  physicians  who  treat  both  lOiO  and  non-HMO  enrollees 
in  their  own  ofTlces,  achieve  much  smaller  savings. 

-  Newer  forms  of  managed  care  plana,  including  PFOs  and  point-of  service 
plans,  have  not  been  systematically  evaluated.  Some  insurers  and  employers 
have  reported  savings  from  these  plans.  Their  savings  potential  may  vary, 
depending  on  whether  they  rely  solely  on  negotiated  provider  discounts  to 
reduce  costs  or  also  engage  in  active  management  of  care.  Discount 
arrangements  can  produce  savings  for  a  particular  purchaser;  however,  if  the 
providers  make  up  for  the  discounts  by  raising  charges  to  other  purchasers, 
there  may  be  no  system-wide  savings.  Plans  that  also  include  utilization 
review  or  similar  measures  may  have  a  greater  net  effect. 

-  HMOs  appear  to  achieve  a  one-time  savings,  relative  to  fee-for-service  plans, 
but  may  not  reduce  long-term  growth  in  health  care  costs.  For  example,  over 
the  period  1970  to  1990  per  member  revenues  of  the  Kaiser  Foundation 
Health  Plans,  the  largest  and  one  of  the  best-established  HMOs,  rose  at  an 
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annusl  rate  of  11.5%.  National  per  capita  spending  for  tervicet  equivalent  to 
thoae  offered  by  Kaiaer  roee  at  an  annual  rate  of  10.6%. 

Some  people  say  that  the  apparent  failure  of  HMOa  to  achieve  ongoing  Mvingt  in 
the  current  market  ia  the  result  of  "shadow  pricing^:  because  the  HMOs  do  not  face  real 
competition  they  need  only  keep  their  prices  just  below  those  of  the  indemnity  plans, 
and  have  not  faced  pressure  to  operate  as  efficiently  as  they  could.  An  alternative  view 
is  that  over  time  HMOs  face  the  same  cost  pressures  as  other  insurers,  in  particular 
provider  and  consumer  demand  for  the  adoption  of  new  medical  technologiec. 

Federal  budget  aavingis.  Whatever  the  potential  of  managed  competition  or 
managed  care  to  control  overall  health  spending,  Congress  is  neceasariiy  concerned  with 
any  proposal's  short-  and  long-term  impact  on  the  Federal  budget,  for  two  reasons. 
First,  spending  on  Medicare  and  Medicaid  is  among  the  fastest  growing  components  of 
the  budget;  there  is  a  consensus  that  control  in  this  sector  is  central  to  any  plan  for 
deficit  reduction.  Second,  virtually  every  proposal  for  extending  coverage  to  the 
currently  uninsured  population  requires  at  least  some  new  Federal  spending,  whether 
in  the  form  of  direct  subsidies  or  tax  assistance  for  the  private  purchase  of  insurance 
or  in  the  form  of  publicly  provided  coverage.  Many  in  Congress  would  prefer  to  fund 
this  new  spending  through  offsetting  savings  in  the  health  sector,  rather  than  through 
new  taxes,  increased  deficits,  or  diversion  of  resources  from  other  government  programs. 

Thus,  while  controlling  costs  for  employers  and  individuals  is  an  important 
objective,  it  may  be  unlikely  that  a  plan  can  be  adopted  unless  it  also  generates 
measurable  savings  for  the  Federal  Government.  These  savings  can  take  two  basic 
forma: 


Control  of  direct  spending  for  Medit:are,  Medicai^^,  and  other  health  programs 
(such  as  the  Federal  Employees  Health  Benefits  Program). 

Control  of  tax  expenditures;  that  is,  reducing  the  loss  of  Federal  revenues 
resulting  from  tax-favored  health  spending,  chiefly  on  employee  benefits. 


Moat  proposals  would  temporarily  or  permanently  exempt  Medicare  beneficiaries 
from  participation  in  a  managed  competition  system,  at  least  in  part  because 
beneficiaries,  many  of  whom  may  have  long-standing  ties  with  particular  physicians  or 
other  providers,  are  likely  to  resist  a  change  to  new  health  systems.  On  the  other  hand, 
most  proposals  would  eliminate  the  acute  care  component  of  Medicaid,  replacing  it  with 
some  form  of  subsidy  to  help  current  beneficiaries  and  other  low-income  persons  buy 
coverage  through  a  HIPC.  Assuming  that  current  beneficiaries  would  receive  a  full 
premium  subsidy  for  the  basic  plan,  along  with  waiver  of  any  cost-sharing 
requirements,  it  is  not  certain  what  net  Federal  savings  would  result.  As  suggested 
earlier,  capacity  problems  make  it  unlikely  that  all  beneficiaries  could  be  promptly 
shifted  to  the  most  efficient  managed  care  arrangements.  Even  if  they  could,  savings 
might  be  limited,  because  Medicaid  in  most  States  is  already  pajring  providers  less  than 
their  actual  costs  or  usual  charges.  CBO  has  estimated  that  enrollment  of  all  Medicaid 
beneficiaries  in  staff  or  group  model  HMOs  would  have  saved  a  maximum  of  $3.5  billion 
in  1990  (or  about  $2  billion  in  Federal  funds). 

For  the  most  part,  then.  Federal  savings  would  have  to  take  the  form  of  reduced 
tax  expenditures.  CBO  projects  a  Federal  1992  revenue  loss  of  $39.8  billion  from  the 
exclusion  of  employer-paid  health  insurance  from  employees*  income.  Assuming  that 
the  least  costly  HIPC  in  every  area  would  be  15%  below  typical  current  plan  premiums  - 
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-  the  mjudmum  CBO  MTingt  ettimftte  for  iUfiygroup  HMOi  -  mttimum  potential  new 
revenue!  &om  taxing  exoeaa  employer  contribution!  would  be  about  $6  billion.  The 
actual  amount  would  be  aomewhat  leae,  because  moat  emiployera  are  not  now 
contributing  the  full  coats  of  employee  coverage  and  because  some  exceas  contributions 
mi£^t  be  converted  to  other  forms  of  nontaxable  fringe  benefits. 

Budget  control  options.  The  maximum  savings  assumptions  from  managed 
competition  assume  that  the  entire  population  would  promptly  join  the  most  efiHcient 
types  of  managed  care  plans.  As  a  practical  matter,  this  is  not  an  immediate  option  for 
most  of  the  population^  Staff/group  model  HMOs  or  similarly  closely  organixed  plans 
are  unavailable  in  many  areas  and  will  take  time  (and  capital)  to  develop;  where  they 
exist,  time  will  be  needed  to  expand  capacity.  Because  there  is  growing  pressure  to 
achieve  tome  immediate  control  over  health  spending,  fome  people  who  believe  that 
competition  is  ultimately  the  best  approach  are  now  endorsing  regulatory  spending 
limits  as  a  sort  of  interim  or  fallback  measure.  Discussion  of  this  option  is  just 
beginning,  and  few  detailed  proposals  yet  exist  So  far,  at  least  three  approaches  have 
been  suggested: 

-  Rate  of  increase  limits  for  premiums.  No  insurer  could  raise  premiums 
beyond  a  specified  maximum  annual  increase. 

-  Absolute  per  capita  premium  limits.  No  insurer  could  charge  more  than  a 
specified  maximum  amount  for  a  defined  basic  package  of  benefits. 

-  Budget  targets.  A  desired  rate  of  growth  in  national  health  spending  would 
be  established  as  a  benchmark.  Only  if  managed  competition  failed  to  achieve 
the  desired  savings  would  the  budget  target  be  enforced  (through  premium 
regulation  or  direct  regulation  of  provider  prices). 

The  Garamendi  plan  (and  any  plan  with  a  defined  revenue  source)  would  limit 
costs  in  a  different  way.  The  amount  collected  in  payroll  taxes  defines  the  amount 
available  to  pay  for  the  least  costly  AHP.  Thus  the  State  contribution  for  HIPC 
coverage  cannot  rise  £aster  than  wages.  (However,  if  insurers  cannot  hold  their  cost 
increases  at  this  level,  there  mi^t  be  no  ■free*  plan  available,  or  the  minimum  benefits 
mif^t  have  to  be  curtailed.) 
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Prescription  Drug  Prices: 
Shoiild  The  Federal  Government  Regulate  Them? 


SUMMARY 

A  sharp  escalation  in  the  rate  of 
increase  in  prescription  drug  prices  since 
the  early  1980s,  coupled  with  the  hi^  and 
rising  initial  prices  charged  by  manufactur- 
ers for  new  breakthrough  drugs  in  recent 
years,  sparked  a  lively  debate  in  the  102nd 
Congress  over  whether  the  Federal  Govern- 
ment should  regulate  prescription  drug 
prices. 

The  price  increases,  which  have  led  to 
a  twofold  rise  in  the  Consumer  Price  Index 
for  Prescription  Drugs  since  1983,  appear 
to  have  contributed  to  a  Iturge  increase  in 
pharmaceutical  industry  profits.  During 
the  1970s,  when  drug  prices  rose  less  than 
the  general  price  level,  the  drug  industry 
earned  an  average  return  on  stockholders' 
equity  (after  taxes)  of  18.4%.  But  in  the 
19808,  when  drug  prices  rose  faster  than 
the  general  price  level,  the  industry's  re- 
turn rose  to  21.2%. 

No  single  factor  accounts  for  this 
increase  in  drug  price  inflation.  Rather,  the 
explanation  lies  in  the  dynamic  interplay  of 
a  host  of  factors,  some  of  which  took  root 
before  the  19808.  By  most  authoritative 
accounts,  the  key  ones  have  been  a  progres- 
sive shortening  of  the  period  when  a  drug- 
maker  can  expect  to  earn  monopoly  profits 
on  a  drug  and  continuing  increases  in  the 
cost  of  developing,  testing,  and  marketing 
new  innovative  drugs.  One  effect  of  these 
trends  has  been  to  step  up  the  pressure  on 
pharmaceutical  firms  to  squeeze  as  much 
profit  as  possible  from  a  drug  while  it  is 
protected  by  a  patent. 


Those  who  favor  Federal  regulation  of 
prescription  drug  prices  say  prices  should 
be  controlled  because  the  recent  surge  in 
prices  has  severely  strained  the  budgets  of 
the  biggest  users  of  prescription  drugs  - 
the  elderly  and  the  chronically  ill  and 
because  the  pharmaceutical  industry  has 
used  most  of  the  higher  profits  generated 
by  the  price  increases  to  develop  duplicative 
-  or  "me-too"  -  medications  and  to  under- 
take costly  marketing  campaigns. 

Opponents  of  Government  regulation  of 
prescription  drug  prices  counter  that  any 
restrictions  on  the  ability  of  pharmaceutical 
firms  to  set  their  prices  would  undercut  the 
most  potent  incentive  for  investment  in 
new  drug  development:  the  prospect  of 
earning  a  return  on  investment  consistent 
with  the  high  costs  and  risks  involved  in 
such  an  enterprise.  They  also  point  out 
that  even  with  the  rapid  climb  in  drug 
prices  in  recent  years  many  drug  therapies 
are  still  much  cheaper  than  alternative 
treatments,  such  as  surgery  and  psycho- 
therapy. 

A  number  of  bills  to  restrain  prescrip- 
tion drug  prices  were  introduced  in  the 
102nd  Congress.  Some  were  intended  to 
offset  the  higher  drug  costs  for  Federal 
agencies  and  health  insurance  programs 
which  are  related  to  a  1990  Federal  law 
mandating  drug  price  rebates  under  the 
Medicaid  program.  None  of  the  bills,  how- 
ever, would  have  imposed  comprehensive 
controls  on  the  prices  manufacturers  could 
charge. 


Reprinted  from  Prescription  Drug  Prices:  Should  the  Federal  Government 
Regulate  Them;  Issue  Brief,  by  Gary  Guenther.  Washington,  Congressional 
Research  Service,  Updated  Regularly.  13  p. 
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ISSUE  DEFINrnON 

Sharp  intiCMca  in  the  prices  for  a  wide  range  of  branded  (or  brand-name) 
prescription  dru^i  cince  the  early  1980e,  coupled  with  the  high  and  rising  initial  prices 
charged  for  a  nxunber  of  innovative  drugs  in  recent  years,  sparked  a  heated  debate  in 
the  102nd  Congress  over  controlling  drug  prices.  A  number  of  bills  to  restrain  drug 
price  inflation  ^  aapedally  as  it  affected  Federal  spending  on  prescription  drugs  -  were 
introduced.  The  crux  of  the  issue  for  that  and  the  next  Congress  lies  in  striking  a 
balance  between  the  importance  of  allowing  pharmaceutical  firms  sufficient  financial 
incentive  to  keep  supplying  existing  drugs  and  investing  in  the  development  of  new, 
more  efTective  ones,  and  the  insistence  of  most  people  -  especially  the  elderly  and 
chronically  ill  -  on  having  unlimited  and  affordable  access  to  needed  medicines. 


BACKGROUND  AND  ANALYSIS 

Unlike  the  1970s,  prescription  drug  prices  have  risen  much  faster  than  the  general 
price  level  since  1980  (see  table  1).  Between  1980  and  1985,  the  Consumer  Price  Index 
(CPI)  for  prescription  drugs,  which  is  a  gauge  of  price  change  for  these  drugs  at  the 
retail  level,  went  up  at  an  average  annual  rate  of  10.6%,  compared  to  5.5%  for  the  CPI 
for  all  items;  and  from  1986  to  1991,  the  CPI  for  prescription  drugs  increased  at  an 
average  annual  rate  of  8.9%,  compared  to  4.0%  for  the  overall  CPI.  Also  unlike  the 
1970s,  prescription  drug  prices  have  gone  up  faster  than  the  overall  cost  to  consumers 
of  medical  care  since  the  early  19808.  Largely  as  a  result,  the  share  of  total  U.S. 
spending  on  health  care  accounted  for  by  producer  sales  of  prescription  drugs  increased 
from  4.5%  in  1980  to  an  estimated  5.5%  in  1990. 

Since  the  1970s  prescription  drug  prices  have  also  risen  faster  than  consumer 
incomes:  from  1980  to  1991,  the  CPI  for  prescription  drugs  went  up  at  an  average 
annual  rate  of  9.6%,  compared  to  6.2%  for  U.S.  per-capita  disposable  income,  measured 
in  current  dollars.  This  disparity  suggests  thax  the  average  consumer  has  had  to  give 
up  an  increasing  share  of  his  or  her  income  to  buy  needed  drugs. 

It  appears  that  the  vast  share  of  the  increase  in  prescription  drug  prices  over  the 
past  decade  is  due  to  price  hikes  for  branded  drugs  -  both  those  still  protected  by  a 
patent  (i.e.,  sin^e-aource  drugs)  and  those  whose  patent  has  expired  (i.e.,  multiple- 
source  originator  or  innovator  drugs).  According  to  a  1990  study  by  Joseph  Thomas 
and  Stephen  Schondclmeyer  of  the  School  of  Pharmacy  at  Purdue  University,  a  retail 
price  index  they  constructed  for  104  of  the  most  commonly  prescribed  drugs  for  the 
elderly  rose  at  an  average  annual  rate  of  7.2%  from  December  1981  to  December  1988. 
By  contrast,  the  price  index  for  all  single-source  drugs  in  the  sample  rose  at  a  rate  of 
7.4%;  that  for  all  multiple-source  originator  drugs,  at  a  rate  of  8.4%;  and  that  for  all 
generic  drugs,  at  a  rate  of  2.7%.  Generic  drugs,  which  are  the  biochemical  equivalent 
of  branded  drug^  tend  to  be  much  lower  in  price  for  two  reasons.  One  is  that,  largely 
as  a  result  of  the  Drug  Price  Competition  and  Patent  Term  Restoration  Act  of  1984 
(P.L  98-417),  it  co«ts  far  less  to  bring  generic  drugs  to  the  market;  and  the  second  is 
that  there  are  no  patent  barriers  to  entering  the  market  for  these  drugs. 
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TABLE  1.  Change  in        Dispomble  Personal  Income,  General  Price 
Level,  and  Preacription  Drug  Prices:  1980  to  1991 
(P«c«Mit  Chaoft  from  Prtvious  Ymt) 


DfapoMble 
P«r-C«piU 

Imonmm 
(*) 

CoMOBcr 
PrioalAdex 
(CPD  for  AU 
IteM  (1M2- 
•4«100) 
(%) 

CPJ  for 
Medical 
Care 
(1982- 
•4«100) 
(%) 

CPI  for  Pre- 
•crlptlou  Dm^ 
(1M2-<4»100) 

(%) 

1980 

10.1 

13.6 

9.6 

9.2 

1981 

10.2 

10.3 

10.7 

11.4 

1982 

6.6 

6.2 

11.6 

11.6 

1983 

6.5 

3.2 

8.7 

11.0 

1984 

9.7 

4.3 

6.2 

9.6 

1985 

5.7 

3.6 

6.3 

9.5  1 

1986 

6.4 

1.8 

7.5 

8.6  1 

1987 

4.1 

3.6 

6.6 

8.0  1 

1988 

9.6 

4.1 

6.5 

7.9  j 

1989 

6.S 

4.8 

7.7 

8.7 

1990 

6.0 

5.4 

9.0 

10.0 

1991 

2.S 

4.2 

8.7 

9.9 

Soutcm:  U.S.  Department  <^  Commerce,  Bureau  of  Economic  AnaljvU;  and  U.S.  Department 
of  Labor,  Buraau  of  Labor  Sutiatica. 

Drug  Price  Increases  and  Pharmaceutical  Industry  Profits 

The  escalation  in  drug  prices  over  the  past  decade  has  helped  boost  the 
profitability  of  the  pharmaceutical  industry.  From  1970  to  1980,  when  the  general  rate 
of  inflation  was  81%  bi^er  than  the  rate  of  drug  price  inflation,  the  average  return  on 
sales  (afl^r  taxes)  in  the  drug  industry  came  to  10.5%  and  the  average  return  on 
stockholders'  equity  (after  taxes)  to  18.4%.  However,  from  1980  to  1990,  when 
prescription  drug  prices  increased  more  than  twice  as  fast  as  the  general  price  level,  the 
drug  industry  earned  an  average  afler*tax  return  on  sales  of  13.0%,  and  an  average 
after-tax  return  on  equity  of  21.2%  (tee  Table  2).  In  1991,  the  industry's  return  on 
sales  was  15.2%,  and  its  return  on  equity  26.0%.  This  increase  in  profitability  also 
reflects  the  efforta  by  many  U.S.  pharmaceutical  firms  since  the  early  1980s  to  cut  their 
operating  costa,  especially  by  exploiting  the  economies  of  scale  in  marketing  and 
I'esearch  and  development  (R&D)  made  possible  by  a  spate  of  mergers  and  joint 
ventures. 
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Traditionally,  the  drug  industry  baa  earned  a  higher  return  on  investment  than 
most  other  industries.  For  example,  during  the  1970s,  the  average  after-tax  return  on 
stockholders*  equity  was  18.4%  in  the  drug  industry,  compared  with  12.8%  fur  all 
manufacturing  industries.  The  escalation  in  drug  price  inflation  since  the  early  1980s 
has  helped  widen  the  gap.  From  1980  to  1990,  the  average  after-tax  return  on  equity 
for  the  drug  industry  was  21.1%,  and  for  manufacturing  11.9%.  While  many  factors 
account  for  the  relatively  hi|^  profitability  of  the  drug  industiy,  two  of  the  more 
important  are  the  patent  protection  given  new  drugs,  and  the  high  risk  of  failure  in 
commercialiring  drug  compounds  synthesized  in  the  laboratory,  which  predisposes 
investors  to  reek  above-normal  returns  on  their  equity  investments  in  pharmaceutical 
firms. 


TABLE  2.  Profitability  of  the  VSi,  Manufacturing  Sector 
mnd  the  Phaummceutical  Industry:  1980  to  1991 


Return  on  StocUbolder** 
Equity,  After  Taxes  <%) 

Net  Income.  After  Taxec 
( 1880  V 100) 

Y«*r 

Manufacturing 

Drugi* 

Manufacturing 

1980 

19.9 

14.0 

100.0 

100.0 

1981 

16.9 

13.7 

99.7 

108.8 

1982 

19.7 

9.3 

119.0 

76.2 

1983 

20.3 

106 

132.5 

92.0 

1984 

20.2 

12.4 

143.2 

1156 

1985 

15.2 

101 

143  0 

94.3 

1986 

2Z9 

9.6 

159.2 

88.8 

1987 

17.4 

12.7 

192.5 

124.0 

1988 

30.4 

16.0 

235.6 

166.0 

1989 

28.0 

13.7 

265.7 

146.3 

1990 

27.1 

107 

335.5 

118.9 

1991 

26.0 

66 

380.3 

72.9 

*  Thil  index  w  baaed  on  the  combined  net  income  in  each  y—i  of  the  following  compeniei:  Abbott 
Liboratoriae.  American  Home  Product*  Corp..  BriatoI*Myert  Sqmbb  Co.,  Johnaon  &  Johnaon,  Eli  Lilly  & 
Co.,  Merck  &  Co.,  Pfiier  Inc.,  Scherinc-PIou^  Corp.,  SmithKline  Beecham  Corp.,  Syntex  Corp.,  Upjohn 
Co.,  and  Warner-Lambert  Co. 

Souroae:  Standard  St  Poor'e  Corp.  Industry  Surveys.  Haalth  Care:  Baaic  Anal>'si«  (varioua  iaiuee); 
and  U.S.  Department  of  Commaroa,  Buraau  of  the  Cenaua.  Quarterly  Financial  Report  (varioua  iaauea). 
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Prescription  Drug  Price  Increases 
and  the  Elderly  and  Chronically  lU 


Much  of  the  furor  over  recent  pretcription  drug  price  hikes  has  focused  on  their 
impact  on  the  elderly  and  the  chronically  ill.  There  it  reason  to  believe  that  these 
groupa  bear  a  disproportionately  large  abare  of  the  riae  in  prescription  drug  prices  and 
are  auftering  great  faardahipa  aa  a  result 

The  elderly  a^e  the  largest  users  of  prescription  drugs  among  m^jor  age  groups. 
According  to  a  1990  9taiy  by  the  School  of  Pharmacy  at  Purdue  University,  those  age 
65  and  over  represented  12.4%  of  the  population  in  1988  but  accounted  for  34.3%  of 
retail  spending  on  prescription  drug*.  And  the  U.S.  Bureau  of  Labor  Statistics  reports  ^ 
that  in  1989,  the  average  American  consumer  spent  ^240  on  drugs  -  both  prescription  // 
and  over-the^ounter  -  but  the  average  person  age  65  or  over  spent  $428. 
Furthermore,  the  incomes  of  the  elderly  tend  to  be  much  lower  than  other  adults,  and 
they  are  much  more  likely  to  pay  the  full  cost  of  prescription  drugs.  According  to 
figures  compiled  by  the  VS.  Bureau  of  the  Census,  the  median  income  in  1990  for 
households  whose  chief  owner  or  renter  was  65  years  of  age  or  older  was  about  one-half 
the  level  for  all  other  households:  $16,855  versus  $33,920.  And  a  1990  report  by 
Thomas  and  Schondelmeyer  of  the  School  of  Pharmacy  at  Purdue  University  found  that 
in  1938  households  whose  reference  person  was  65  years  or  older  spent  "almost  three 
times  as  much"  of  their  own  money  for  prescription  drugs  as  all  other  households.  The 
Health  Care  Financing  Administration  reports  that  for  Americans  of  all  ages,  out-of- 
pocket  funds  accounted  for  55%,  private  health  insurance  for  26%,  and  public  health 
care  programs  ~  mostly  Medicaid  -  for  about  19%  of  retail  prescription  drug  purchases 
in  1990. 


No  single  factor  explains  the  escalation  in  prescription  drug  price  inflation  since 
the  early  1980s.  Rather,  it  appears  that  the  explanation  lies  in  the  dynamic  interplay 
of  a  number  of  trends,  many  of  which  started  before  the  1980s.  Six  in  particular  have 
exerted  a  powerful  influence  over  recent  pricing  patterns: 

(1)  the  increased  vulnerability  of  sellers  of  branded  prescription  drugs  to 
competition  from  cheaper  generic  substitutes  as  a  result  of  the  Drug  Price 
Competition  and  Patent  Term  Restoration  Act  of  1984; 

-  (2)  moves  by  increasing  numbers  of  large  buyers  of  and  third-party  payers  for 
prescription  drugs  to  set  maximum  reimbursement  levels  for  certain  classes  of 
drugs  and  to  restrict  coverage  of  drug  expenses  to  a  list  of  approved  drugs,  many 
of  which  are  generic  substitutions; 

(3)  an  apparent  sharp  rise  in  the  cost  of  developing  and  gaining  marketing 
approval  for  new  drugs  since  the  late  1970s; 

~  (4)  the  growing  reliance  of  pharmaceutical  firms  on  costly  marketing  campaigns 
~  mainly  directed  at  physicians  but  increasingly  at  consumers  -<  as  a  vehicle  for 
protecting  or  expanding  market  share; 


Drug  Price  Increases:  Underlying  Causes 
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—  (5)  a  ilowdown  in  the  rat*  of  growth  in  domestic  demand  for  prescription  drugs 
during  the  1980t;  and 

-  (6)  a  steady  but  gradual  erosion  of  the  period  when  a  new,  pioneering  drug  faces 
no  competition  from  other  patented  drugs  offering  comparable  therapeutic 
benefits. 

In  combination,  these  forces  have  increased  the  pressure  on  the  pharmaceutical 
industiy  to  obtain  as  much  profit  as  possible  from  drugs  during  the  period  they  are 
protected  by  a  patent.  The  industry  has  sou^t  to  do  this  largely  by  aggressively 
increasing  prices  for  existing  drugs  and  charging  high  initial  prices  for  newly  approved 
drugs.  As  a  result  of  the  Drug  Price  Competition  and  Patent  Term  Restoration  Act  of 
1984,  the  effective  patent  life  of  a  drug  developed  after  1984  can  stretch  to  a  maximum 
of  14  years  -  out  of  a  possible  17  years.  Arguably,  by  raising  prices  for  patented  drugs 
rapidly,  pharmaceutical  firms  are  trying  to  achieve  three  aims  at  once:  (1)  recouping 
their  huge  investments  in  developing  and  marketing  drugs;  (2)  raising  the  even  larger 
sums  of  money  needed  to  search  for  new  highly  successful  drugs;  and  (3)  insuring  that 
stockholders  veceive  an  adequate  return  on  their  investments.  Because  the  demand  for 
many  prescription  drugs  tends  to  respond  little  (if  at  all)  to  changes  in  price  and  makers 
of  patented  drugs  face  little  or  no  effective  competition  for  those  drugs,  an  increase  in 
the  price  of  such  a  drug  is  likely  to  raise  the  producer's  operating  profits. 


Arguments  in  Favor  of  Regulating  Prescription  Drug  Prices 

Many  critics  of  recent  pricing  trends  in  the  pharmaceutical  industry  favor 
imposing  some  kind  of  Federal  regulation  on  the  ability  of  manufacturers  to  set  their 
own  prices.  Four  arguments  commonly  are  advanced  to  support  this  position. 

1.  Price  IncreasM  Have  Made  Many  Needed  Drugs  too  Ck>fitly  for  the  Largest 
Groups  of  User*:  This  argument  addresses  the  social  welfare  or  equity  effects  of  drug 
price  increases.  Critics  claim  that  two  of  the  largest  groups  of  users  of  prescription 
drugs  -  namely,  the  chronically  ill  and  the  elderly  -  are  least  able  to  afford  the  recent 
climbs  in  prices,  as  well  as  the  high  initial  prices  being  charged  for  a  host  of 
breakthrou^  drugs.  Compared  to  the  average  working  adult,  their  incomes  are  likely 
to  be  lower  and  their  purchases  of  prescription  drugs  less  likely  to  be  covered  by  public 
or  private  health  insurance.  Critics  also  point  out  that  continued  rapid  increases  in 
drug  prices  eventually  will  hurt  all  consumers  by  forcing  public  and  private  health 
insurers  to  raise  premiums  and  copaymenU.  Price  controls,  it  is  argued,  are  needed  to 
insure  that  eveiyone  has  unrestricted,  timely,  and  affordable  access  to  the  drugs  they 
require. 

2.  Price  Incremtea  Have  Been  Intended  Mainly  to  Boost  Profits:  Critics  charge 
that  the  sharp  hikes  in  drug  prices  over  the  past  decade  have  been  intended  primarily 
to  boost  the  profiU  of  pharmaceutical  firms,  not  to  cover  increases  in  the  cost  of 
developing,  testing,  and  marketing  new  drugs  as  some  industiy  executives  maintain. 
To  back  tiiis  charge,  they  cite  the  large  increases  in  pharmaceutical  industry  profits  in 
the  1980s  (see  table  2).  Ot  is  worth  noting  that  as  a  matter  of  sUndard  accounting 
practice  these  increases  allow  for  the  industry's  spending  on  R&D  and  marketing, 
which  is  considered  a  current  cost  of  doing  business  and  thus  is  deducted  from  total 
revsnuss  in  computing  net  income.) 
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3.  Prof|»  From  Hi^er  Prices  Have  Been  U«ed  to  Develop  and  Market  "Me- 
Too"  Dnigs:  A  third  argument  raised  by  aome  proponents  of  Government  regulation 
of  preicription  drug  prices  concerns  what  the  pharmaceutical  industry  has  done  with 
its  Increase  in  profits.  They  contend  that  the  vast  share  of  new  prescription  drugs 
introduced  in  the  United  States  is  intended  to  compete  with  existing  drugs  in  a  given 
therapeutic  class.  At  a  hearing  held  by  the  Senate  Special  C!ommittee  on  Aging  in  July 
1989,  Senator  Piyor  stated  that  "for  every  breakthrough  product  they  invent,  American 
drug  companies  bring  24  drugs  to  the  market  that  provide  little  or  no  therapeutic  gain 
over  already-marketcd  drugs."  Moreover,  these  same  critics  accuse  pharmaceutical  firms 
of  plowing  most  of  their  profits  into  augmenting  their  marketing  and  sales  efTorta. 
Therefore,  it  is  argued,  unless  the  Federal  Government  restricts  the  ability  of  producers 
to  raise  prescription  drug  prices,  the  industry  will  pour  ever  larger  sums  of  money  into 
developing  and  marketing  so-called  "me-too"  drugs. 

4.  Consumers  Subsidize  Pharmaceutical  R&D  for  Most  Other  Nations: 
Some  contend  that  prescription  drug  prices  should  be  controlled  so  that  American 
consumers  no  longer  are  forced  to  pay  for  a  disproportionate  share  of  worldwide 
pharmaceutical  R&D  and  marketing.  In  the  view  of  these  critics,  the  fundamental 
reason  for  this  tendency  is  that  the  United  States  remains  the  only  m^jor  national 
market  where  sellers  of  prescription  drugs  are  free  to  set  their  own  prices.  As  a  result, 
it  is  argued,  drug  prices  tend  to  be  higher  in  the  United  States  than  other  major 
geographic  markets.  One  effect  of  these  disparities  is  that  U.S.  consumers  subsidize  the 
research  and  marketing  done  by  the  pharmaceutical  industry  in  major  national  markets 
where  prices  are  controlled,  especially  Canada,  Japan,  and  the  European  Community 


Arguments  Against  Regulating  Prescription  Drug  Prices 

Opponents  of  Federal  price  controls  on  prescription  drugs  -  especially  brand-name 
ones  —  raise  at  least  four  arguments  in  defense  of  their  position. 

1.  Pharmaceutical  Innovation  Is  Costly  and  Rislcy:  This  argument  concerns  the 
substantial  costs  and  risks  associated  with  bringing  new  drugs  to  the  market.  Various 
studies  have  estimated  that  these  costs  have  risen  substantially  since  the  early  1960s. 
Accorring  to  a  1990  study  by  the  Center  for  the  Study  of  Drug  Development  at  Tufts 
University,  the  pre-tax  average  total  cost  of  developing  and  gaining  FDA  approval  for 
a  new  drug  is  $231  million  (in  1987  dollars);  this  estimate  includes  both  the  opportuni- 
ty costs  of  the  money  tied  up  in  developing  new  drug  compounds  ~  both  those  that  fail 
and  those  that  succeed  -  and  the  direct  costs  to  companies  of  compounds  that  fail  to 
win  FDA  approval.  In  addition,  the  odds  against  commercializing  a  new  drug  compound 
are  very  large:  industry  estimates  of  the  chances  of  successfully  commercializing  a 
compound  synthesized  in  a  research  laboratory  range  from  one  in  four  thousand  to  one 
in  ten  thousand. 

Opponents  of  Federal  regulation  of  prescription  drug  prices  argue  that  price 
controls  would  be  likely  to  keep  drug  companies  from  earning  a  return  on  their 
investments  in  research  and  development  that  is  consistent  with  the  huge  costs  and 
risks  they  must  bear.  And  if  this  were  to  happen  over  a  long  period,  it  is  feared, 
pharmaceutical  Arms  eventually  would  respond  by  slashing  their  spending  on  R&D. 
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Sustained  cutbacks  in  BAD  spending,  it  is  claimed^  would  eventually  diminish  the  flow 
of  new  breakthrou^  drugs  from  the  laboratoiy  to  the  marketplace. 

2.  Drug  Therapy  U  Often  Much  Cheaper  Than  Alternative  Treatments: 
Opponents  of  price  controls  on  prescription  drugs  also  argue  that  such  controls  could 
prove  counterproductive  in  the  long  run.  The  reason  is  that  innovations  in  drug 
therapy  can  and  do  lower  the  Nation's  bill  for  health  care.  The  Pharmaceutical 
Manufacturers  Association  (PMA)  maintains  that  despite  the  price  increases  and  the 
hi^  initial  prices  for  many  new  breakthrou^  drugs  approved  since  the  early  1980fl, 
prescription  drugs  continue  to  offer  the  most  cost-effective  of  the  available  therapies 
(including  surgery  or  psychotherapy)  for  a  number  of  disorders.  For  example,  it  points 
out  in  the  1991  edition  of  its  Statistical  Fact  Book  that  the  cost  of  using  drugs  to  treat 
ulcers  runs  from  $200  to  $500  a  year,  but  the  cost  of  ulcer  surgeiy  ranges  from  $7,200 
to  $14,500.  Moreover,  a  1990  study  by  the  Battelle  Medical  Technology  and  Policy 
Research  Center  -  which  was  sponsored  by  the  Schering-Plough  Corporation  — 
estimated  that  between  1990  and  2015,  expected  advances  in  drug  therapy  for  heart 
disease  alone  could  save  $211  billion  in  health  care  costs  and  prevent  five  million  deaths 
and  another  nine  million  new  cases. 

3.  Competition  la  the  Most  Efficient  Way  to  Restrain  Drug  Prices:  A  third 
argument  against  regulating  prescription  drugprices  is  that  unfettered  competition,  not 
Government  regulation,  is  the  most  efficient  way  in  the  long  run  to  restrain  price 
increases  and  push  them  down  to  the  level  of  lowest  average  cost.  And  opponents  of 
such  regulation  contend  that  the  pharmaceutical  industiy  has  long  been  highly 
competitive.  According  to  data  compiled  by  the  U.S.  Bureau  of  the  Census,  the  four 
largest  U.S.  makers  of  pharmaceutical  preparations  accounted  for  22%,  the  eight  largest 
for  36%,  the  twenty  largest  for  65%,  and  the  fifty  largest  for  88%  of  U.S.  shipments  in 
1987,  the  most  recent  year  for  which  figures  are  available.  These  figures  suggest  that 
the  structure  of  the  industry  is  not  perfectly  competitive.  More  specifically,  it  can  be 
subdivided  into  two  levels:  at  one  level  are  clusters  of  firms  (innovative  and  generic) 
competing  in  the  same  class  of  drugs  by  selling  products  that  may  differ  in  price  or 
therapeutic  effects  or  both,  and  at  the  other  level  are  firms  selling  patented  drugs  and 
earning  monopoly  profits. 

4.  Price  Controls  Would  Undermine  the  Competitiveness  of 
Phsurmacejtical  Firms:  Some  opponents  of  regulating  prescription  drug  prices 
contend  that  controlling  prices  will  weaken  the  international  competitiveness  of  U.S.- 
based  pharmaceutical  firms.  Controls  will  lead  to  lower  prices  in  the  long  run,  and 
lower  prices  would  also  lead  to  lower  revenues  in  the  long  run  as  the  demand  for  drugs 
is  insensitive  to  price  changes.  If  revenues  fall  or  rise  more  slowly,  companies  would 
have  less  money  to  invest  in  R&D,  all  other  thin^  being  equal.  Cuts  in  R&D  spending 
cany  a  high  risk  of  slowing  the  rate  of  introduction  of  new  drugs,  and  new  drugs  are 
the  mainspring  for  growth  in  the  pharmaceutical  business.  In  a  1991  report  on  the 
international  competitiveness  of  the  U.S.  pharmaceutical  industiy,  the  U.S.  Internation- 
al Trade  Commission  concluded  that  the  *high  degree  of  competitiveness"  shown  by  the 
industry  during  the  1980s  can  be  traced  to  its  stunning  success  in  developing  new 
products  that  generated  huge  revenues  throughout  the  world  from  1975  to  1989. 
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Drug  Price  Rebates  Under  Medicaid 


Sinc€  1938  the  Federal  Government  has  regulated  the  tafety  of  drugs  sold  in  the 
United  States,  and  since  1962  it  has  required  that  all  new  drugs  meet  certain  stringent 
standards  of  efficacy  before  they  can  be  approved  for  use.  But  until  the  Omnibus 
Budget  Reconciliation  Act  of  1990  (OBRA  90,  P.L.  101-508)  was  signed  into  law  on  Nov. 
5,  1990,  the  Federal  Government  made  no  effort  to  force  drug  firms  to  reduce  their 
prices  in  any  of  the  markets  they  sell  in. 

The  Federal  role  in  phanuaceutical  industry  pricing  changed  markedly  on  Jan.  1, 
1991.  Beginning  that  day,  companies  selling  prescription  drugs  to  Medicaid  recipients 
have  had  to  give  State  Medicaid  programs  the  same  deep  discounts  -  sometimes  as 
much  as  60%  off  the  average  wholesale  price  -  they  traditionally  offered  other  large 
buyers,  such  as  VA  hospitals  and  health  maintenance  organizations  (HMOs).  These 
discounts  take  the  form  of  periodic  rebates  by  manufacturers  for  prescription  drugs 
dispensed  to  Medicaid  beneficiaries  at  retail  pharmacies  in  all  States.  The  new  rules 
on  drug  reimbursement,  which  were  a  provision  of  OBRA  90,  are  intended  to  reduce 
Federal  and  State  payments  for  prescription  drugs  under  Medicaid,  which  amounted  to 
$4.4  billion  in  fiscal  year  (FY)  1990.  In  late  1990,  the  Congressional  Budget  Office 
estimated  that  the  rebates  could  save  the  Federal  Government  $1.9  billion  and  State 
governments  $1.4  billion  in  Medicaid  expenditures  from  FY1991  through  FY1996. 

Although  sales  under  Medicaid  represent  between  12%  and  15%  of  the  U.S.  market 
for  prescription  drugs,  most  industry  executives  stron^y  opposed  the  rebate  program. 
They  feared  that  the  rebates  would  pave  the  way  for  similar  Government  limits  on  the 
prices  charged  for  drugs  dispensed  under  Medicare,  which  accounts  for  around  19%  of 
the  domestic  market  for  pharmaceutical  preparations,  and  eventually  for  drugs 
purchased  under  private  health  insurance  plans. 

Some  pharmaceutical  firms  responded  to  the  Medicaid  rebates  by  reducing  or 
eliminating  the  deep  discounts  they  had  been  offering  certain  large  buyers,  including 
hospital  chains,  public  health  clinics,  HMOs,  and  VA  hospitals.  In  testimony  at  a 
hearing  held  by  the  House  Veterans*  Affairs  Subcommittee  on  Hospitals  and  Health 
Care  on  Sept.  11.  1991,  Anthony  Principi,  the  Deputy  Secretary  of  the  Department  of 
Veterans  Affairs,  stated  that  his  agency  expected  to  pay  an  additional  $60  million  for 
drugi  in  FY1991  because  of  the  price  increases  sparked  by  the  Medicaid  rebates.  Apart 
from  angering  supporters  of  the  Medicaid  rebates  in  the  Congress,  the  efforts  of  the 
pharmaceutical  industry  to  of&et  the  effects  of  the  rebates  on  sales  spurred  the 
introduction  of  a  number  of  bills  in  the  102nd  Congress  to  lower  and  contain  the  cost 
to  various  Federal  agencies  and  programs  and  federally  assisted  entities  of  purchasing 
prescription  drugs. 


A  number  of  bills  to  either  restrain  prescription  drug  price  rises  or  lower  the 
cost  of  prescription  drugi  to  certain  Federal  agencies  and  health  care  programs  were 
introduced  in  the  102nd  Congress.  A  few  were  considered  by  the  House  and  the 
Senate,  and  one  -  H.R.  5193  -  was  enacted.  None  of  the  initiatives  were  intended 
to  restrict  prescription  drug  prices  at  the  retail  level. 


Proposals  in  the  102ttd  Congress 
to  Control  Drug  Prices 
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Of  the  bills  considered  but  not  enacted,  one  of  the  most  controversial  was  S. 
2000,  introduced  by  Senator  Pryor.  Among  other  things,  S.  2000  (along  with  its 
counterparts  in  the  House:  H.R.  4490  and  H.R.  4694)  sou^^it  to  rein  in  drug  price 
inflation  fay  reducing  (according  to  a  complicated  fiprmula)  the  Federal  income  tax 
credit  a  manufacturer  can  earn  under  section  936  of  the  Internal  Revenue  Code  of 
1986  if  it  raises  ite  prices  for  patented  or  generic  drugs  more  than  the  increase  in 
the  overall  Consumer  Price  Index.  S.  2000  and  ite  House  counterparte  never  were 
reported  out  of  the  committees  to  which  they  were  initially  referred,  but  a  modified 
version  of  S.  2000  was  debated  in  the  Senate  in  early  March  1992  as  a  floor  amend- 
ment to  H.R.  4210.  On  Mar.  11, 1992,  the  amendment  was  r^ected  by  a  vote  of  61- 


The  bill  that  was  enacted,  H.R.  5193  -  The  Veterans  Health  Care  Act  of  1992  - 
P.L.  102-5S5,  combines  elemente  from  a  number  of  other  legislative  proposals, 
including  H.R,  2890  and  S.  2575.  Title  VI  of  the  Act  sete  limite  on  the  prices  that 
manufacturers  can  charge  for  drugs  sold  to  various  Federal  agencies  (including  the 
Veterans  Administration)  and  alters  the  minimum  rebates  for  prescription  drugs 
under  the  Medicaid  program.  The  Act  conUins  the  following  provisions  on  drug 
pricing: 

-  the  prices  paid  for  drugs  by  the  Indian  Health  Service,  the  VA,  the  Public 
Health  Service  (PHS),  and  clinics  and  hospitals  receiving  Federal  assistance 
under  the  Public  Health  Service  Act  or  the  prices  charged  through  the  FSS 
cannot  be  used  to  calculate  the  "best  prices*  for  the  Medicaid  drug  price 
rebates,  as  of  Oct.  1,  1992; 

-  drug  firms  must  make  all  their  drugs  available  for  purchase  through  the 


-  drug  firms  are  required  to  offer  specified  federally  assisted  clinics  and 
hospitals  (e.g.,  a  migrant  health  center)  at  least  the  same  discounU  they 
must  give  SUte  Medicaid  programs; 

-  beginning  Jan.  1,  1993,  drugs  purchased  by  the  VA,  the  Defense  Depart- 
ment, and  the  PHS  through  the  FSS  or  the  va  depot  contracting  system 
must  be  sold  at  a  minimum  discount  of  24%  below  the  non-Federal  average 
manufacturers*  price;  and 

-  the  minimum  Medicaid  rebates  for  single-source  drugs  and  multiple-source 
innovative  drugs  become  16.7%  from  Oct.  1,  1992  to  Dec.  31,  1993;  15.4% 
in  calendar  year  1994;  16.2%  in  calendar  year  1995;  and  15.1%  in  every 
year  thereafter. 


In  part  because  of  pledges  made  by  President-€lect  Clinton  during  the  election 
campaign  to  enact  legislation  that  rastrains  increases  in  the  cost  of  health  care, 
many  think  the  issue  of  regulating  prascription  drug  prices  (especially  the  prices 
charged  outeide  Federal  programs)  is  likely  to  receive  considerable  attention  early  in 
the  103rd  Congress.  Indeed,  discussions  about  price  controls  reportedly  are  already 
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taking  place  between  representatives  of  the  pharmaceutical  industry  and  officials  of 
the  Clinton  Admsoistration  transition  team.  Many  concerns  are  likely  to  color 
whatever  oongreMional  debate  on  the  issue  occurs.  Some  of  the  more  pressing  and 
problematic  ones  are  (1)  the  likely  impact  of  price  controls  on  new  drug  development 
in  the  United  States,  (2)  the  link  between  drug  pricing  and  the  uncommonly  high 
profits  earned  by  drug  firms,  (3)  the  tendency  of  mejor  pharmaceutical  firms  to 
spend  more  on  advertising  and  promotion  than  on  research  and  development,  (4)  the 
role  of  federally  funded  research  in  the  discovery  and  pricing  of  new  innovative 
drugs,  and  (5)  the  benefits  to  the  pharmaceutical  industry  of  existing  Federal  tax 
laws. 


LEGISLATION 

P.L.  102-586,  HJR.  6193 

Veterans  Health  Care  Act  of  1992.  Improves  the  delivery  of  health  care  to 
eligible  veterans.  Also  limits  the  prices  that  can  be  charged  for  prescription  drugs 
procured  by  the  Veterans  Administration  (VA),  Defense  Department,  and  Public 
Health  Service  entities  through  the  Federal  Supply  Schedule  or  VA  contracting 
depoU.  Passed  House  by  voice  vote,  Aug.  4,  1992  (H.Rept.  102-714,  Part  1).  Passed 
by  Senate,  amended,  Oct.  1, 1992.  House  amended  the  Senate  amendment,  Oct.  7, 
1992.  Senate  agreed  to  the  House  amendment  to  the  Senate  amendment,  Oct.  8, 
1992.  Signed  into  law  Nov.  4,  1992. 

H  JL  2890  (Montgomery) 

Requires  the  Secretary  of  Veterans  Affairs  to  renegotiate  the  prices  paid  for 
drugs  and  biologicals  so  they  do  not  exceed  the  prices  paid  by  the  Veterans  Adminis- 
tration on  Sept.  1, 1990,  a(^U8ted  by  expected  changes  in  medical  care  costs.  Also 
excludes  the  prices  of  prescription  drugs  purchased  by  the  Federal  Government  from 
the  formula  for  determining  Medicaid  drug  rebates,  as  of  Oct.  1,  1991.  Introduced 
July  15,  1991;  referred  to  Committees  on  Veterans  Affairs;  and  Energy  and 
Commerce.  Reported  by  Veterans  Affairs  Committee  Nov.  25, 1991  (H.Rept.  102- 
384,  Part  D.  Reported  by  Energy  and  Commerce  Committee,  amended,  Sept.  22, 
1992  (H.Rept.  102-384,  Part  H). 

H.R.  S405  (Wyden) 

Public  Health  Clinic  Prudent  Pharmaceutical  Purchasing  Act.  Amends  Title  III 
of  the  Public  Health  Service  Act  to  require  manufacturers  of  prescription  drugs, 
over-the-counter  drugs,  and  birth  control  devices  to  give  rebates  to  clinics  receiving 
financial  assistance  under  this  Act.  Introduced  Sept.  24,  1991;  referred  to 
Committee  on  Energy  and  Commerce. 

H.IL  3823  (Stark) 

Medication  Price  Control  Act  of  1991.  Amends  the  Internal  Revenue  Code  of 
1986  to  disallow  the  Federal  income  tax  credit  for  research  and  development 
expenses  for  any  research  related  to  the  development  of  medications  that  duplicate 
in  medical  importance  or  therapeutic  usage  one  or  more  drugs  already  on  the 
market,  awi  for  manufacturers  who  charge  excessive  prices  for  new  drugs. 
Introduced  Nov.  11, 1991;  referred  to  Committee  on  Ways  and  Means. 
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HJEL  4490  (Dorgan) 

Preicription  Drug  Coit  Containment  Act  of  1992.  Restraint  prescription  drug 
price  increases  by  reducing  a  drug  manufacturer's  Federal  income  tax  credits  for 
income  earned  in  Puerto  Rico  and  other  U.S.  possessions  if  it  raises  its  prices  for 
patented  and  former  patented  drugs  more  than  the  increase  in  the  Consumer  Price 
Index.  Introduced  Mar.  18,  1992;  referred  to  Committees  on  Ways  and  Means;  and 
Energy  and  Commerce. 

H  Jt  4694  (GUckman) 

BasiCare  Health  Access  and  Cost  Control  Act.  Establishes  universal  access  to 
health  care  and  controls  cost  of  health  care  by  standardizing  private  health  insur- 
ance. Restrains  drug  price  increases  by  reducing  the  Federal  income  tax  credit  for 
income  earned  in  Puerto  Rico  and  other  U.S.  possessions  owed  to  drug 
manufacturers  who  raise  their  prices  more  than  the  increase  in  the  Consumer  Price 
Index.  Introduced  Mar.  26, 1992;  referred  to  Committees  on  Energy  and  Commerce; 
Ways  and  Means;  the  Judiciary;  and  Rules. 

H.It  5656  (Stark) 

Patented  Medicine  Prices  Review  Board  Act  of  1992.  Establishes  in  the  Food 
and  Drug  Administration  a  board  to  regulate  the  prices  of  patented  prescription 
drugs.  Introduced  July  2,  1992;  referred  to  Committees  on  the  Judiciary;  and 
Energy  and  Commerce. 

H.It  5614  (SIatt«ry) 

Medicaid  Prescription  Drug  Amendments  Act  of  1992.  Amends  Title  XIX  of  the 
Social  Security  Act  to  abolish  the  existing  "best-price"  mechanism  to  determine 
rebates  for  outpatient  drugs  under  Medicaid.  Also  requires  drug  manufacturers  to 
offer  discounts  to  the  Department  of  Veterans  Affairs.  Introduced  July  9, 1992; 
referred  to  Committee  on  Energy  and  Commerce. 

S.  1729  (Kennedy) 

Public  Health  Clinic  Prudent  Pharmaceutical  Purchasing  Act.  Bars  clinics 
funded  under  the  Public  Health  Service  Act  from  purchasing  prescription  drugs, 
over-the-counter  drugs,  birth  control  devices,  and  vaccines  from  manufacturers  who 
have  not  entered  into  agreements  with  the  Secretary  of  Health  and  Human  Services 
giving  certain  discounts.  Specifies  that  the  discounts  given  these  clinics  should  not 
be  used  by  the  Secretary  of  Health  and  Human  Services  in  calculating  a  new  '^st 
price'  for  determining  Medicaid  drug  rebates.  Introduced  Sept.  19,  1991;  referred  to 
(Committee  on  Labor  and  Human  Resources.  Reported  Mar.  3, 1992  (S.  Rept.  102- 
259). 

S.  2000  (Pryor) 

Prescription  Drug  Cost  Containment  Act  of  1991.  Restrains  prescription  drug 
price  increases  by  reducing  a  drug  manufacturer's  Federal  income  tax  credit  for 
income  earned  in  Puerto  Rico  and  other  U.S.  possessions  if  it  increases  its  prices 
more  thsn  the  rise  in  the  Consumer  Price  Index.  Also  estsblishes  a  Prescription 
Drug  Policy  Review  Commission,  which  would  report  to  (Congress  on  a  number  of 
issues,  including  the  feasibility  of  creating  a  drug  price  review  board  in  the  United 
States,  modelled  after  the  one  used  by  Canada  since  1987.  Introduced  Nov.  21,  1991; 
referred  to  Committee  on  Finance. 
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S.  2575  (Cnuuton) 

Veterans  Health  Progrunt  Improvement  Act  of  1992.  Requires  drug 
manufacturer*  to  enter  into  pricing  agreements  with  the  Department  of  Veterans 
Aitairs,  the  Department  of  Defense,  and  the  Public  Health  Service.  Establishes 
minimum  discounts  for  drugs  purchased  by  the  Department  of  Veterans  Affairs. 
Also  authorizes  the  Secretary  of  Veterans  Affairs  to  purchase  prescription  drugs  and 
biologicals  for  all  Federal  health  care  programs.  Introduced  Apr.  9,  1992;  referred  to 
Committee  on  Veterans.  Reported,  amended,  Sept.  15,  1992  (S.Rept.  102^401). 

S.  2950  (ChAfee) 

Amends  Title  XDC  of  the  Social  Security  Act  to  repeal  the  use  of  "best  price"  in 
determining  rebates  for  prescription  drugs  under  Medicaid,  and  to  raise  the 
discounts  used  to  determine  the  rebates.  Introduced  July  2,  1992;  referred  to 
Committee  on  Finance. 
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Executive  Summary 


Reprinted  from  Hemlth  Care  Spending  Control:  the  Experience  of  France, 
Germany,  and  Japan.  Wathington,  General  Accounting  Omce,  1991.  p.  2-8. 


For  two  decades,  the  growth  of  health  care  spending  in  tlie  United 
States  has  outpaced  the  growth  of  the  rest  of  the  economy— a  pattern 
with  troubling  consequences  for  business,  consumers,  and  govemmenL 
Persistent  pressures  caused  by  rising  spending  have  called  forth  various 
remedies,  but  success  in  containing  spending  has  been  elusive.'  Conse- 
quently, policymakers  and  analysts  have  sought  insights  from  the  expe- 
rience of  industrialized  countries  that  appear  to  control  spending  growth 
better,  provide  universal  access  to  health  care,  eiyoy  better  health,  and 
spend  a  smaller  share  of  their  natioiul  income  on  health  care. 

The  Ranking  Minority  Member,  Senate  Special  Committee  on  Aging 
asked  cao  to  report  on  the  lessons  that  the  United  States  can  draw  from 
industriaUzed  countries  that  spend  less  on  health  care.  The  Chairmen  of 
the  Senate  Governmental  Affairs  Committee  and  the  Senate  c>pedi.! 
Committee  on  Aging  later  joined  in  this  request.  In  respoiTse,  this  repor : 
(1)  describes  how  three  of  these  countries—France,  Ge  many,  and 
Japan— organize  their  health  insurance  systems,  achie  /e  universal  cov- 
erage, and  regulate  payments  to  providers;  (2)  describes  the  policies 
used  in  each  country  to  contain  spending  for  physician  and  hospital 
care;  and  (3)  determines  whether  these  policies  were  effective  in  moder- 
ating the  rise  in  health  spending. 


A  rapid  escalation  in  spending  and  a  noticeable  narrowing  of  access 
characterize  the  recent  experience  of  the  U.S.  health  care  system. 
Between  1970  and  1990,  the  share  of  national  income  spent  on  health 
care  grew  by  more  than  half:  from  72  percent  of  gross  national  product 
(CNP)  in  1970  to  12.3  percent  in  1990;  projections  to  the  year  2000  imply 
a  share  that  would  most  likely  exceed  16  percent  Notwithstanding  the 
high  and  rising  level  of  spen(Ung,  more  people  lack  ready  access  to 
health  care.  Between  1979  and  1987,  the  number  of  Americans  without 
health  insurance  rose  by  a  fourth— from  29.9  miUkm  to  37.4  million. 

Other  industrialized  countries  have  had  more  success  than  the  United 
States  in  controlling  health  care  spending  while  also  providing  health 
insurance  to  virtually  all  their  citizens.  For  example,  France,  Germany, 
and  Japan  each  spends  a  significantly  smaller  share  of  its  national 
income  on  health  care  than  does  the  United  States  (see  fig.  I).  The  lower 
spending  in  these  countries  has  not  meant  less  access  to  basic  health 
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services  or  deterioration  in  broad  measures  of  health  status,  such  as  life 
expectancy  and  infant  mortality. 


ngura  1:  HMltti  Car*  Spw»(jb>fl  M  « 

Product  (IMS) 
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This  study  examines  the  policies  that  have  been  used  in  France,  Ger- 
many, and  Japan  to  control  health  care  spending.  In  conducting  this 
analysis,  gao  obtained  data  on  health  expenditures  and  health  status, 
reviewed  literature  on  each  country's  health  care  system,  and  inter- 
viewed experts  from  the  United  States  and  from  each  of  the  countries 
reviewed,  cao  also  analyzed  the  likely  effects  of  various  spending  con- 
trol policies  and  statistically  estimated  the  effects  of  several  policies' 
effectiveness.  Our  statistical  analysis  was  limited  to  France  and  Ger- 
many for  technical  reasons.* 


Results  in  Brief 


France,  Germany,  and  Japan  achieve  near-universal  health  insurance 
coverage  within  health  care  systems  that  share  three  ma^jor  traits  with 

^Unlitw  Jtpui.  Ftance  «nl  Omuny  made  mtjor  chu«a  In  nUtdMnttMnt  policy  dun^  the \07(k 
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the  VS.  system:  (1)  medical  care  is  provided  by  private  physicians  and 
by  both  private  and  public  hospitals,  and  patients  have  free  choice  of 
physician;  (2)  most  people  receive  health  insurance  coverage  through 
ti-ieir  workplace;  and  (3)  health  insurance  is  provided  by  multiple  third- 
party  insurers. 

These  similarities  to  the  VS.  system  coexist  with  several  notable  differ- 
ences that  follow  from  the  far-reaching  regulations  used  to  guarantee 
coverage.  First,  insurers — who  are  predominantly  non-profit — are 
required  to  provide  minimum  coverage  that  includes  a  wide  range  of 
health  care  benefits.  Second,  insurance  enrollment  is  compulsory  (with 
minor  exceptions)  for  all  residents,  and  they  have  little  or  no  choice  of 
insurers.  Third,  workplace-based  insurance  is  financed  not  by  premiums 
that  reflect  each  individual  group's  expected  costs  of  care,  but  largely 
by  employer  and  employee  payroll  contributions  that  reflect  the  average 
cost  of  a  larger  cross  section  of  the  population. 

In  addition  to  mandating  insurance  coverage,  all  three  countries  stand- 
ardize reimbursement  rates  for  almost  all  physicians  and  hospitals  and 
set  ceilings  (price  controls)  on  these  rates.'  Virtually  all  payers  must, 
when  reimbursing  providers,  abide  by  the  standardized  rates.  Reim- 
bursement rates  are  not  promulgated  by  the  government  unilaterally, 
but  emerge  from  formal  or  informal  negotiations  between  physicians, 
hospitals,  third-party  payers,  and  (in  FYance  and  Japan)  the 
government 

Budget  controls — policies  that  augment  price  controls  by  setting  limits 
on  overall  spending  for  hospital  care  or  for  physician  services — can 
moderate  spendijig  growth,  particularly  when  they  are  enforced.  Each 
country  sets  limits  on  overall  health  spending  as  national  goals,  but  only 
France  and  Germany  have  added  policies  with  teeth  to  achieve  compli- 
ance with  the  limits.  GaO  estimated  that  French  budget  controls,  between 
1984  and  1987,  reduced  real  (inflation-acUustcd)  hospital  spending  by  as 
much  as  9  percent,  compared  with  what  would  have  been  spent  had 
price  controls  alone  been  used.  Likewise,  gao  estimated  that  for  physi- 
cian care  services,  German  budget  controls  reduced  real  spending  by  as 
much  as  17  percent  between  1977  and  1987,  compared  with  what  would 
have  been  spent  without  the  budget  controls.  By  contrast,  overall 
spending  limits  on  German  hospitals  did  not  reduce  spending  growth; 
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these  limits  ¥i*ere  not,  however,  accompanied  by  a  mechanism  to  achieve 
compliance. 

The  budget  controls  that  successfully  moderated  spending  growth  in 
Prance  and  Germany  are  not  a  panacea  for  concerns  about  spending. 
Budget  controls  have  not  relieved  all  pressures  on  spending,  ir.  part 
because  these  controls  have  not  been  applied  to  all  se^ents  of  the 
health  care  industry.  Moreover,  budget  controls  do  not  assure  high- 
quality  care  or  efficient  delivery  of  services.  In  light  of  these  concerns, 
both  France  and  Germany  are  exploring  modifications  and  supplements 
to  their  airrent  strategies  for  controlling  the  rise  in  health  spending. 


GAO's  Analysis 


Throe  Countries'  Health 
Care  Systems  Retain 
Private  Medicine,  Patient 
Choice 


In  France,  Germany,  and  Japan,  as  in  the  United  States,  patients  gener- 
ally can  choose  their  own  physician;  outpatient  services  are  provided  by 
private  physicians;  and  inpatient  care  is  provided  In  both  private  and 
public  hospitals.  Physicians  who  provide  outpatient  services  are  paid  on 
a  fee-for-service  basis — as  are  most  U.S  physicians.  (Unlike  in  the 
United  States,  however,  physicians  who  deliver  inpatient  care  are  often 
employed  by  a  hospital  on  a  salaried  basis.) 


Countries  Provide  All 
Residents  With  Health 
Insurance  Through 
Regulated  Multipayer 
Systems 


Each  country  guarantees  virtually  all  their  residents  health  insurance 
that  offers  a  broad  minimum  level  of  benefits.  Near-universal  coverage 
is  achieved  by  making  enrollment  for  health  insurance  compulsory,  with 
few  exceptions,  and  virtually  automatic.  Health  insurance  is  provided 
through  a  diverse  mix  of  third-party  payers  that  emerged  from  each 
country's  particular  social  institutions  and  political  history.  Independent 
action  by  each  payer  is  limited  due  to  national  regulation  of  enrollment, 
benefits,  premiums,  and  reimbursement  of  providers. 


Broad  Package  of  Benefits 
Is  Mandated 


The  mandated  package  of  health  benefits  covers  a  wide  range  of  ser- 
vices. Benefits  generally  include  coverage  for  physician  services,  hos- 
pital care,  laboratory  tests,  prescription  drugs,  and  some  dental  and 
optical  care.  Patients  in  all  three  countries  do  not  pay  deductibles  for 
health  care  services;  copayments  for  physician  and  hospital  care  range 
'mm  nominal  amounts  in  Germany  to  as  much  as  20  to  30  percent  of 
regulated  fees  in  France  and  Japan. 
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Insurance  Financed  by 
Payroll-Based 
Contxibutions  From 
Employer  and  Employee 


Workplace-based  insurance  in  France.  Germany,  and  Japan  is  lai^gely 
financed  by  mandatory  payroU  contributions  from  both  employe^  and 
employers  In  contrast  to  private  insurance  financing  m  the  United 
SUtes,  which  generally  reflects  each  individual  group's  expected  costs 
of  care  these  mandatory  contributions  reflect  the  average  cost  of  a 
larger  cross  section  of  the  population  than  typically  used  by  VS. 
insurers  in  calculating  :^»remiums,  (In  France  and  Japan,  payroU-based 
financing  is  suppVem^.-nted  by  subsidies  from  general  tax  revenues,) 


Countries  Set  National 
Limits  on  Spending  and 
Require  Uniform  Payment 
Rates 


Each  country  has  national  procedures  for  setting  limits  on  health  care 
spending  and  for  determining  standardized  reimbursement  rates  for 
providers.  Generally,  a  govcrrmient  agency  or  other  authorized  body 
sets  broad  targets  for  aU  or  some  components  of  health  care  spending. 
The  targets  may  serve  as  guidelines  or  they  may  be  binding.  National 
laws  also  require  that  payers  reimburse  providers  according  to  rates 
that  are,  for  the  most  part,  uniform;  a  given  service  is  usually  reim- 
bursed at  the  same  rate,  regardless  of  payer. 


Each  country  also  has  a  formal  process  for  setting  payment  rates  for 
physicians  and  hospitals.  The  health  care  system's  m^jor  stake- 
holders—third-party  payers,  physicians  and  hospitals,  and  (in  France 
and  Japan)  the  government— participate  in  this  rate-setting  process.  In 
France  and  Germany,  the  rates  are  set  in  formal  negotiations.  In  Japan, 
they  are  set  by  the  government  in  consultation  with  a  body  that  repre- 
sents insurers  and  health  care  providers. 


Countries  Adopt  Direct 
Controls  on  Prices  and 
Overall  Spending 


Seeking  to  moderate  the  rise  in  health  care  spending,  aU  three  countries 
have  imposed  direct  controls  on  health  care  prices  and  overall  spending. 
These  controls  are  comprehensive— applying  to  the  entire  health  care 
industry  or  to  a  mv>r  health  care  sector.  By  use  of  standardized  pay- 
ments, mandated  coverage,  and  mandated  benefits,  the  three  countnes 
have  alleviated  a  potential  problem  with  direct  controls,  known  as  cost 
shifting  (that  is,  providers  offset  both  the  cost  of  charity  care  and  the 
lower  reimbursement  from  some  patients'  insurers  by  raising  charges  to 
other,  more  generous  insurers). 
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Budget  Controls  With 
Teeth  Work  Better  Than 
Price  Controls  at 
Containing  Spending 


Hospital  Spending  in  France  and 
Germany 


Physician  Care  Spending  in 
Germany 


France  and  Germany  implemented  budget  controls  that  were  subject  to 
different  degrees  of  enforcement —  Gennany,  starting  in  the  late  1970s; 
France  in  the  mid-1980s.  These  controls  supplemented  or  replaced  price 
controls  that  were  already  in  place.  Both  countries  set  annual  targets  to 
limit  total  spending  on  hospital  services,  and  Germany  sec  targets  and, 
later,  caps  to  limit  total  spending  on  outpatient  physician  services,  gao's 
econometric  analyses  confirm  that  stringent  enforcenient  makes  budget 
controls  more  effective. 

Spending  limits  restrained  hospital  spending  in  France  but  not  in  Ger- 
many. Beginning  in  1984,  the  French  government  replaced  its  fixed  daily 
rates  for  hospital  care  with  targets  for  total  public  hospital  spending.  To 
enhance  compliance  with  the  targets,  the  goverrunent  participates  in 
budget  negotiations  with  each  individual  public  hospital  gao  estimates 
that  between  1984  and  1987,  the  targets  reduced  French  5pending  on 
hospitals  by  about  9  percent  below  what  would  have  been  spent  had 
price  controls  remained  in  place.  By  contrast,  Germany  in  1965  estab- 
lished targets  for  total  hospital  spending,  but  did  not  design  the  means 
to  enforce  them,  gao  found  no  statistical  evidence  that  the  existence  of 
targets  affected  German  spending  for  total  hospital  services  between 
1985  and  1987. 

Stringent  enforcement  enhanced  the  effectiveness  of  Germany's  budget 
controls  on  physidan  spending.  In  1978,  Germany  complemented  its 
existing  price  controls  with  spending  targets  (though  not  with  a  formal 
enforcement  mechanism).  In  1986,  however,  Germany  replaced  targets 
with  caps  that  were  binding,  gao  estimates  that  between  1977  and  1987, 
Germany's  use  of  budget  controls  reduced  inflation-adjusted  speiiding 
by  as  much  as  17  percoit  below  what  would  have  been  spent  on  physi- 
dan care  under  price  controls  alone.  In  addition,  gao  found  that  caps 
reduced  the  rate  of  spending  growth  more  than  targets.  Spending 
growth  in  the  physician  sector  averaged  2  percent  annually  under  caps> 
compared  with  7  percent  aimually  under  targets;  caps  account  for  part, 
but  not  all,  of  this  difference. 


Countries  Seek  Additional 
Policies  to  Better  Restrain 
Spending,  Assure  Quality, 
and  Enhance  Efficiency 


In  the  countries  reviewed,  budget  controls  that  successfully  tempered 
the  pace  of  spending  growth  have  not  relieved  all  pressures  on  spending 
nor  have  they  attempted  to  address  concerns  about  the  quality  and  effi- 
dency  of  health  care.  Increased  spending  can  be  attributed,  in  part,  to 
sectors  not  controlled  through  budgets,  such  as  physidan  services  in 
France  or  prescription  drugs  in  all  three  countries.  Continued  pressure 
to  increase  health  care  spending  in  the  future  is  also  expected,  as  the 
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elderly's  share  of  the  population  rises  further  and  new,  expensive  n»ed- 
ical  treatments  are  introduced. 

In  addition,  the  continued  tightening  of  budget  controls  may,  over  time, 
both  create  political  pressures  for  a  relaxation  of  the  controls  and  make 
a  health  care  system  less  able  to  provide  high-<iuaUty  services.  In 
France,  new  proposals  for  stronger  budget  controls  recently  sparked 
widespread  protests  by  physicians.  In  Germany,  some  controls  on  physi- 
cian spending  were  relaxed  in  mid-1991  due  to  pressure  applied  by  phy- 
sicians. With  respect  to  quality,  gag  found  no  evidence  in  the  countries 
reviewed  of  a  decline  in  broad  measures  of  health  sutus  during  the  rela- 
tively brief  period  that  budget  controls  were  in  effect  Experts  in 
France,  however,  believe  that  tight  hospital  budgets  there  are  discour- 
aging hospital  maintenance  and  the  development  of  innovative  proce- 
dures. In  other  countries  that  have  used  budget  controls  for  longer 
periods  than  France  and  Germany,  some  shortages  of  services  have 
appeared,  indicating  the  potential  for  problems  in  the  long  run. 

Health  care  experts  in  these  three  countries  are  exploring  policies  that 
enhance  ef  tident  delivery  and  better  assure  quality.  For  example, 
efforts  are  being  made  in  France  and  Germany  to  develop  a  prospective 
payment  system  for  hospitals — following  the  same  general  principles 
used  in  the  U.S.  Medicare  program  since  1983— that  offers  incentives 
for  more  efficient  delivery  of  hospital  care.  Germany  is  developing  pro- 
grams that  enhance  quality  by  increasing  physician  monitoring,  formal- 
izing quality  assurance  procedures,  and  increasing  the  coordination  of 
inpatient  and  outpatient  services. 


Recommendations 


GAG  is  not  making  recommendations  in  this  report 


Agency  Comments 


GAG  did  not  solicit  agency  comments. 


DEBATE  PROPOSITION  -  RESOLVED:  THAT  THE  FEDERAL 
GOVERNMENT  SHOULD  GUARANTEE  CATASTROPHIC 
HEALTH  INSURANCE  TO  ALL  UNITED  STATES  CITIZENS 
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Catastrophic  Health  Insurance:  Medicare 


SUMMARY 


Catastrophic  medical  costa  are  broadly  defined  ai  large  unpredictable  health  care 
expenses;  these  are  usually  associated  with  a  iPfi^or  illness  or  serious  ir^ury.  The 
absence  of  catastrophic  health  insurants  protection  for  the  elderly  was  the  subject  of 
concern  for  several  years.  During  the  lOOth  Congress,  a  number  of  proposals  were 
considered  co  expand  protection  for  the  aged  throu^  the  Medicare  program.  The 
Medicare  Catastrophic  Coverage  Act  of  1988  (MCCA,  PX.  100-360)  was  signed  into 
law  on  July  1,  1988.  This  measure  placed  an  upper  limit  on  beneficiary  liability  in 
connection  with  covered  Medicare  services.  It  also  established  z  new  catastrophic 
prescription  drug  program.  The  measure  did  not  include  protection  against  long-term 
institutional  care  expenditures  in  the  benefit  package. 

MCCA  removed  coinsurance  and  number-of-day  limitations  on  hospital  care;  a 
beneficiary  needing  hospital  care  would  pay  only  one  inpatient  deductible  per  year. 
The  law  modified  the  skilled  nursing  facility  benefit  and  expanded  benefits  for  home 
health  and  hospice  care.  The  law  established  a  maximum  out-of-pocket  limit  (the 
"catastrophic  cap")  on  beneficiary  liability  for  cost-sharing  charges  in  connection  with 
physicians*  and  other  Part  B  services.  Beginning  in  1991,  the  law  authorized 
Medicare  coverage  for  catastrophic  outpatient  prescription  drug  expenses.  MCCA  was 
to  be  financed  through  a  combination  of  (1)  an  increase  in  the  monthly  Part  B 
premium  for  all  Part  B  enrollees,  and  (2)  a  new  supplemental  premium  which  was 
to  be  mandatory  for  all  Part  A  enrollees  with  Federal  tax  liability  (about  41%  of  the 
elderly  in  1989).  MCCA  also  contained  several  Medicaid  provisions. 

Many  elderly  complained  about  the  supplemental  premium;  many  also  questioned 
the  need  for  the  new  benefits.  Further,  concerns  were  raised  regarding  the  rapid 
increase  in  estimated  MCCA  costs.  During  1989,  Congress  considered  ways  to  modify 
MCCA.  Such  modifications  included  developing  a  plan  retaining  a  portion  of  the 
MCCA  benefits,  while  reducing  or  eliminating  the  supplemental  premium.  However, 
a  consensus  could  not  be  reached. 

Thus,  on  Nov.  22, 1989,  the  House  and  Senate  cleared  the  Medicare  Catastrophic 
Coverage  Repeal  Act  of  1989  (H.R.  3607),  for  the  President's  signature;  it  was  signed 
into  law  Dec.  13  (P.L.  101-234"^.  The  Act  repeals  the  Medicare  catastrophic  provisions 
included  in  MCCA;  however,  it  retains  the  Medicaid  provisions. 

On  Nov,  6,  1990,  the  President  signed  into  law  the  Omnibus  Budget 
Reconciliation  Act  of  1990  COBRA  1990;  P.L.  101-508.)  This  legislation  restored  two 
benefits  which  had  been  added  by  MCCA  and  removed  by  the  repeal  law  -  coverage 
of  mammography  screening  services  and  expansion  of  hospice  benefits.  OBRA  1990 
also  strengthens  standards  relating  to  Medicare  supplemental  health  insurance 
(medigap)  policies. 


Reprinted  from  Catastrophic  Health  Insurance:  Medicare;  Issue  Brief,  by 
Jennifer  O'SulUvan.  Washington,  Congressional  Research  Service,  1990.  16  p. 
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ISSUE  DEFINTTTON 

Catastrophic  medical  costs  are  broadly  defined  as  large  unpredictable  health  care 
expenses;  these  are  usually  associated  with  a  mayor  illness  or  serious  iiyuiy.  Further, 
these  expends  must  be  the  liability  of  the  individual  or  family,  that  is,  they  are  not 
covered  by  so-called  third  parties,  either  private  insurance  or  public  programs." 
Congress  passed  the  Medicare  Catastrophic  Coverage  Act  of  1988  (MCCA),  which 
provided  protection  against  some  catastrophic  cosU  for  the  elderly.  After  enactment, 
a  number  of  issues  were  raised  about  MCCA.  Of  particular  concern  was  the 
financing  mechanism.  Critics  also  focused  on  the  increases  in  MCCA  estimated  costs. 
On  Nov.  22,  1989,  the  House  and  Senate  cleared  the  Medicare  Catastrophic  Covercg© 
Repeal  Act  of  1989  CI.R.  3607)  for  the  President's  signature;  the  measure  was  simed 
into  law  (P.L.  101-234)  on  Dec.  13,  1989. 

BACKGROUND  AND  ANALYSIS 

Insurance  Coverage  for  the  Aged 

Medicare  Coverage 

Aged  persons  who  face  catastrophic  health  expenses  do  so  because  of  gaps  in 
their  insurance  coverage.  Almost  the  entire  aged  population  (between  95  and  96% 
CT  30  million  persons)  are  covered  under  Medicare;  in  addition,the  program  covers  3 
million  disabled  persons.  Medicare's  benefits,  which  are  the  same  throu^out  the 
country,  are  targeted  toward  meeting  the  acute  health  care  needs  of  the  elderly. 
Prior  to  1989,  limits  were  placed  on  the  number  of  coveitid  days  of  hospital  care  and 
continue  to  be  placed  on  skilled  nursing  facility  care.  (The  hospital  limiU  will  be 
restored  in  1990.)  Further,  the  program  has  placed  no  upper  limit  on  cost  sharing 
charges  in  connection  with  covered  program  services. 

Overall,  Medicare  covers  about  half  of  the  aged's  health  care  costs.  The 
program's  benefit  package  excludes  prescription  drugs,  routine  eye  examinations, 
eyeglasses,  hearing  aids,  dental  care,  dentures,  and  most  preventive  care.  The  major 
gap  in  the  Medicare  benefit  package  is  coverage  of  long-term-care  services.  Nursing 
home  coverage  is  limited  to  short-term  post-hospital  stays  in  skilled  nursing  facilities 
(SNFs).  A£  a  result.  Medicare  covers  less  than  2%  of  the  nursing  home  cosU  of  the 
aged.  Home  health  care  is  covered  only  when  a  beneficiary  can  be  shown  to  need 
intermittent  skilled  nursing  care  or  physical  or  speech  therapy.  Many  chronically  ill 
persons  do  not  need  skilled  care  to  remain  in  their  homes,  but  rather,  need  custodial 
care  and  assistance  wth  daily  routines;  home  health  services  for  these  persons  are 
not  covered  by  Medicare. 

Other  Insurance  Protection 

The  majority  of  Medicare  beneficiaries  have  had  some  insurance  protection  in 
addition  to  Medicare  coverage.  The  largest  group  is  that  with  M^^Iigap  coverage. 
Medigap  is  the  term  used  to  describe  individually  purchased  policies  designed  to 
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supplemect  Medicare's  coverage.  Approximately  39%  of  the  noninititutionalized 
Medicare  population  purchased  private  health  insurance  policies  in  1987,  most  of 
which  could  be  classified  as  Medigap.  The  principal  protection  ofTered  by  the  majority 
of  these  policies  is  coverage  of  Medicare's  cost  sharing  charges;  some  policies  may 
offer  coverage  of  additional  services.  Few  policies  offer  protection  against  the  costs 
of  long-term  institutional  care  ~  potentially  the  most  costly  service  item. 

Regulation  of  insurance,  including  health  insurance,  ia  generally  a  State 
responsibility.  However,  in  the  19708  there  were  a  series  of  reports  on  marketing 
and  sales  abuses  with  respect  to  health  policies  sold  to  the  elderly.  Congress  therefore 
approved  a  voluntary  certiUcation  program  in  1980.  Under  the  program,  pC/Ucies  that 
wished  to  be  certified  as  Medigap  policies  had  to  meet  or  exceed  standards  set  forth 
in  a  model  regulation  approved  by  the  National  Association  of  Insurance 
Commissioners  (NAIC).  The  voluntary  program  applied  only  in  States  that  failed  to 
establish  equivalent  or  more  stringent  programs.  Aimost  all  States  established  their 
own  programs.  (See  MCCA  summarjr;  tummaiy  of  MCCA  repeal,  and  OBRA  1990  for 
Medigap  provisioiu.) 

Approximately  29%  of  the  noninstitutinnalized  Medicare  population  has 
employer-based  health  insurance  coverage  which  may  be  paid  in  whole  or  part 
by  their  employers.  Employer-sponsored  plans  are  not  covered  by  the  NAIC  rules. 
(See  MCCA  summ^'y  and  summary  of  MCCA  repeal  for  maintenance  of  eflbrt 
provision.) 

Some  low-income  aged  and  discbled  Medicare  beneficiaries  are  also  covered  by 
the  Federal-State  Medicaid  program.  However,  many  of  the  aged  do  not  become 
eligible  for  Medicaid  benefits  until  after  they  become  instituti^.nalized  and  reduce 
their  incomes  and  resources  to  the  Medicaid  standard  through  their  expenditures  on 
health  care.  Medicaid  beneficiaries  are  effectively  protected  against  the  costs 
associated  with  covered  program  services. 

Prior  to  MCC^  an  estimated  20%  of  the  Medicare  population  had  no  other 
health  insurance  coverage.  According  to  DHHS,  this  figure  included  over  2  million 
poor  and  6  million  near-poor  elderly  not  covered  by  Medicaid. 


Enactment  of  MCCA 

President  Reagan  submitted  the  Administration  proposal  for  catastrophic 
coverage  for  the  Medicare  population  on  Feb.  24,  1987.  It  was  seen  by  many  in 
Congress  as  defining  the  minimum  parameters  of  a  Medicare  expansion  bill.  The 
final  law  differed  considerably  from  the  original  Administration  plan.  The  nugor 
benefit  expansion  included  in  the  law  was  the  new  catastrophic  prescription  drug 
coverage. 

Financing  was  a  key  issue  during  Congressional  consideration  of  MCCA.  Given 
the  Federal  budget  deficit^  it  was  decided  that  any  program  expansions  could  not  rely 
on  general  revenue  financing.  Therefore  another  mechanism  had  to  be  developed. 
It  was  determined  that,  first,  the  legislation  must  provide  the  revenues  for  any 
benef:t  expansions.  Second,  expanded  benefits  had  to  be  paid  for  by  the  beneficiaries 
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themselvet.  At  the  legislation  was  developed,  there  wa«  concern  that  many 
beneficiariet  would  be  unable  to  afford  the  cost  of  the  improved  benefit*,  if  the  cost 
were  to  be  ipread  equally  across  cd\  beneficiaries.  The  law  therefore  provided  that 
those  with  a  greater  ability  to  pay  (as  evidenced  by  Federal  tax  liability)  would 
shoulder  a  larger  portion  of  the  costs.  On  the  other  hand,  State  Medicaid  programs 
would  be  required  to  phase  in  coverage  of  Part  B  premium  payments  (and  other 
Medicare  co«^8haring  charges)  for  those  with  incomes  below  the  poverty  line. 


The  Medicare  Catastrophic  Coverage  Act  of  1988  was  given  final  approval  by 
Congress  June  8,  1988,  and  signed  into  law  as  PX.  100-360  July  1,  1988.  The 
following  are  hig^ij^bts  of  the  m^or  provisions.  (For  a  detailed  summary  see  CRS 
Report  89-156  EPW,  Medicare  Catastrophic  Coverage  Act  of  1988.)  The  hospital  and 
SNF  benefit  expansions  were  effective  Jan.  1,  1989;  the  remaining  benefit  provisions 
(except  drugs)  were  to  be  effective  Jan.  1,  1990.  The  catastrophic  prescription  drug 
benefit  was  to  be  effective  Jan.  1,  1991. 

Part  A  (Hospital  Insurance)  Benefits 

Part  A  provides  coverage  for  inpatient  hospital  services,  skilled  nursing  facility 
(SNF)  services,  home  health  care,  and  hospice  services.  Prior  to  the  enactment  of 
MCCA,  long-term  hospital  stays  were  subject  to  significant  coinsurance  charges. 
Further  a  beneficiary  could  potentially  exhaust  all  benefits;  however,  a  very  small 
percentage  actually  did  so.  MCCA  made  the  following  Part  A  changes: 

Inpatient  Hospital  Services.  Specified  a  maximum  of  one  hospital  deductible 
per  year  ($560  in  1989)  and  eliminated  the  day  limits,  coinsurance  charges,  and  spell 
of  illness  provisions. 

Skilled  Nursing  FaciUty  Services.  Required  daily  coinsurance  payments  for 
the  first  8  days  equal  to  20%  of  the  national  average  Medicare  reasonable  cost  for 
SNF  cFjce  i$25.50/day  in  1989);  eliminated  coinsupmce  charges  for  21st-100th  days; 
providiHi  coverage  for  up  to  150  days  and  eliminated  prior  hospitalization 
requirement. 

Home  Health  Services.  Expanded  ths  -intermittent*  skilled  nursing  care 
definition  so  that  "daily"  care  was  defined  as  7  days  a  week  for  up  to  38  days  (instead 
of  5  days  a  week  for  up  to  2  or  3  weeks). 

Hotfpice  Services.  Provided  that  the  210  day  lifetime  limit  could  be  extended. 

Part  B  (Supplementary  Medical  Insurance)  Benefito 

Beneficiaries  enrolled  in  Part  B  pay  a  monthly  premium  ($31.90  a  month  in 
1989).  They  are  also  liable  for  certain  charges  in  connection  with  their  use  of 
physicians  and  other  services  covered  under  the  program.  All  beneficiaries  are  liable 
for  the  $75  deductible  and  20%  coinsurance  charges.  In  addition,  where  a  physician 
or  other  provider  does  not  accept  "assignment"  (i.e.,  agree  to  accept  Medicare's 
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detormination  of  the  *rea«onable  charge*  amount  *m  payment  in  full  for  covered 
•enricaa),  the  beneficiary  i«  liable  for  the  difference  between  Medicare*!  reaaonahle 
charge  amount  and  the  physician*!  actual  charge.  (Thia  i«  tometimea  referred  to  aa 
the  "balanca  billed*  amount.)  The  following  are  the  Part  B  changei  which  were  made 


limitatioii  on  Out-of-Pocket  Ezpenaes.  Eetabliihed  a  maximum 
outK>f-pocket  limit  (the  *cata*trophic  cap*)  on  beneficiary  liability  for  Part  B 
co»t-!haring  charges  after  which  Medicare  would  pay  100%  of  the  approved  amount 
(Balance  billing  charges  would  not  count  toward  the  cap;  nor  would  Medicare  pay 
these  charges  once  the  beneficiary  hit  the  cap.)  The  limit  was  set  at  $1,370  for  1990; 
it  was  to  be  indexed  so  that  a  constsint  7%  of  beneficiaries  would  be  eligible  for  this 
catastrophic  benefit  each  year. 

Mammography  Screening.  Established  a  new  Medicare  benefit  Screenings 
for  women  ovsr  65  would  be  covered  every  other  year,  subject  to  a  mffxin^^m  payment 
per  screening  of  $50  in  1990  (indexed  in  future  years). 

Respite  Care.  Provided  covs.*age  for  in-home  care  for  a  chronically  dependent 
individual  for  up  to  80  hours  per  y^ar.  The  benefit  was  to  be  available  only  for 
persons  who  met  either  the  catastrophic  cap  or  the  outpatient  prescription  drug  cap. 

Cataatrophic  Preacription  Drug  Benefits 

MCCA  established,  effective  Jan.  1, 1990,  a  limited  prescription  drug  benefit  for 
home  intravenous  (IV)  drugi  and  izmnunosuppressive  drugs  furnished  after  the  first 
year  following  a  transplant  (they  are  already  covered  in  the  first  year).  The 
deductible  was  to  be  $550  in  1990;  the  coinsurance  was  to  be  20%  for  home  IV  drugs 
and  60%  for  immunosuppressives.  Beginning  Jan.  1, 1991,  catastrophic  prescription 
drug  coverage  was  to  be  available  for  all  outpatient  prescription  diiigs,  subject  to  a 
$600  deductible  and  50%  coinsurance  charges.  The  deductible  was  slated  to  go  to 
$652  in  1992  and  be  indexed  in  future  years  so  that  16.8%  of  beneficiaries  would 
reach  the  deductible  each  year.  The  coinsurance  was  slated  to  be  lowered  to  40%  in 
1992  and  20%  in  1993. 

Financing 

The  new  benefits  were  to  be  financed  throu^  a  combination  of  (1)  an  increase 
in  the  monthly  Part  B  premium  for  all  Part  B  enrollees,  and  (2)  a  new  supplemental 
premium  which  was  to  be  mandatory  for  all  those  entitled  to  Part  A  who  had  Federal 
tax  liability  of  $150  or  more. 

Part  B  Premium.  The  additional  monthly  Part  B  premium  was  set  in  the 
statute  throu£^  1993.  The  additional  monthly  amount  was  set  at  $4  in  1989,  $4.90 
in  1990,  $7.40  in  1991,  $9.20  in  1992,  and  $10.20  in  1993. 

Supplemental  Premium.  The  supplemental  premium  (to  be  collected  in 
corgunction  with  the  Federal  income  tax)  was  to  be  based  on  Federal  tax  liability  (i.e., 
amount  of  taxes  owed).  The  supplemental  premium  was  in  effect  a  surtax.  The 
surtax  rate  was  to  be  15%  in  1989,  25%  in  1990,  26%  in  1991,  27%  in  1992,  and  28% 
in  1993.  The  maximum  annual  premium  per  enrol  lee  was  $800  in  1989,  rising  to 
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$1,050  in  1993.  It  was  estimated  that  the  approximate  income  levels  at  which  the 
nwximum  premium  amounts  would  be  reached  were  $40,000  for  a  sinde  return  and 
$80,000  for  a  couple. 

Other  Provisions 

Medigftp  PoUcies.  MCCA  amended  procedures  for  Federal  certification  of 
Medigap  policies.  It  provided  that  if  the  National  Association  of  Insurance 
Commissioners  (NAIC)  revised  its  standards  prior  to  Oct,  1,  1988,  such  revised 
rtandards  would  apply  as  the  standard  for  certification.  The  NAIC  met  this  deadline 
Policies  sold  before  enactment,  but  still  in  effect  on  Jan.  1,  1989,  were  deemed  not 
to  duplicate  Medicare»8  new  benefits  if  they  complied  with  the  NAIC  model  transition 
rule;  this  rule  required  insurers  to  notify  beneficiaries  of  policy  and  premium  changes 
and  to  make  appropriate  premium  at^ustmenU  in  their  policies. 

Maintenance  of  Effort.  Any  employer  who  provides  health  benefits  to  an 
employee  or  retired  former  employee  (including  State  and  local  employees)  that 
duplicate  at  least  50%  of  the  new  or  improved  Part  A  or  Part  B  benefito  would  have 
to  provide  additional  benefits  or  refunds  that  totalled  at  least  the  actuarial  value  of 
the  duplicative  benefits.  The  provision  was  to  be  effective  with  respect  to  Part  A 
benefiU  m  1989  and  Part  B  benefits  in  1990  except  that  an  extension  was  provided 
to  cover  current  collective  bargaining  agreements. 

Federal  Employees,  MCCA  required  the  Director  of  the  Office  of  Personnel 
Management  (0PM)  to  reduce,  effective  Jan.  1,  1989,  the  rates  charged  to 
Medicare^hgible  individuals  participating  in  the  Federal  Employee  Health  Benefito 
Program  (FEHBP)  to  reflect  the  amounts  that  would  have  been  paid  by  those  plans 
except  for  the  enactment  of  this  bill.  The  reduction  was  $3.10  per  month  in  1989 
OPM  was  also  required  to  conduct  a  study  of  changes  to  FEHBP  that  might  required 
to  incorporate  plans  designed  specifically  for  Medicare-eligible  individuals. 

Medicaid.  MCCA  mandated  States,  on  a  phased-in  basis,  to  pay  Medicare 
premiums,  deductibles  and  coinsurance  for  elderly  and  disabled  individuals  with 
incomes  oelow  the  poverty  line.  Also,  in  the  case  of  a  couple  where  one  member  is 
institutionalized,  the  bill  provided  protection  of  a  portion  of  the  couple's  income  and 
resources  for  maintenance  needs  of  the  community  spouse  (the  soiled  spousal 
impovenshment  provision). 

Estimated  Impact  of  MCCA 

All  beneficiaries  had  increased  insurance  protection  as  a  result  of  the  new  law 
^  The  Congressional  Budget  Office  (CBO)  estimated  that  when  the  legislation  was  fully 
implemented,  approximately  22%  of  Medicare  beneficiaries  each  year  would  have  been 
entitied  to  higher  benefit  paymento  as  a  result  of  the  program  expansions. 

At  the  time  of  enactment,  total  new  benefit  and  administrative  costo  were 
estimated  at  $30.8  billion  over  the  FY1989.93  period.  This  figure  increased  to  $48.2 
billion  in  September  1989.  These  costo  were  to  be  financed  through  the  additional 
Part  B  premium  and  the  new  supplemental  premium.  It  was  estimated  that  41.2% 
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of  •nrolleM  would  pay  the  fupplemenUl  premium  in  1989.  C!om  to  two-thirds  of 
thoM  paying  the  premium  would  pay  leea  than  $300.  An  eetimatad  5.6%  of  enroUeea 
would  pay  the  nuudmum  aupplemental  premium  in  1989, 

It  was  estimated  that  approximately  30%  of  enroUees  would  pay  more  in  new 
premiums  (supplemental  plus  the  new  Part  B)  than  they  would  receive  in  new 
benefits.  However,  all  persons  (including  those  paying  the  maytmntw  supplemental 
premium)  would  still  receive  more  in  total  Medicare  benefits  than  they  would  pay  in 
total.  This  was  true  even  when  you  included  the  hospital  insurance  payroll  tax 
which  was  paid  by  these  individuals  (and  their  employers)  during  their  working  years. 


Following  passage  of  MCCA,  a  number  of  issues  were  raised  about  the  scope  of 
the  new  lepslation  and  its  financing.  Critics  of  the  measure  focused  mainly  on  the 
financing  aspects.  Some  persons  who  would  be  liable  for  the  new  supplemental 
premium  (also  known  as  the  surtax)  objected  to  the  amount  they  would  have  been 
required  to  jmy  for  the  ex^panded  coverage.  Most  persons  liable  for  the  supplemental 
premium  would  have  averaged  more  in  total  new  premium  charges  (supplemental  plus 
Part  B)  than  the  per  capita  value  of  the  new  benefits.  Critics  further  objected  to  the 
mandatory  nature  of  the  program;  they  felt  that  beneficiaries  should  be  allowed  to 
make  their  own  choices  about  insurance  coverage. 

Proponents  of  the  measure  noted  that,  given  the  Federal  budget  deficit,  it  was 
decided  that  any  program  expansions  could  not  rely  on  general  revenue  financing. 
Therefore  another  mechanism  bad  been  chosen.  All  beneficiaries,  except  those  with 
incomes  below  the  poverty  line,  would  pay  a  portion  of  the  addittoual  costs.  Hi^er> 
income  individuals  would  assume  a  hi^er  percentage  of  the  costs.  Proponents  note 
that  even  thou^  hi|^er-income  individuals  would  be  paying  more  than  the  value  of 
the  new  benefits,  they  would  still  be  receiving  a  subsidy  on  the  overall  Medicare 
benefits  package.  Further,  financing  Medicare  throu^  an  income-related  charge  was 
not  new  to  Medicare.  The  Part  A  program  has  always  been  financed  by  an  income- 
related  hospital  insurance  tax  levied  on  current  workers  and  their  employers. 

Proponents  noted  that  the  program  was  mandatory  rather  than  voluntary  to 
help  maintain  a  sound  fmanciai  base.  The  mandatory  base  was  mtended  to  prevent 
those  beneficiaries  who  were  younger,  healthier,  and  had  hi^er  incomes  from 
dropping  out  of  the  program  until  they  were  older,  sicker  and  more  likely  to  need  the 
protection. 

Critics  noted  that  over  three-quarters  of  Medicare  beneficiaries  alreacfy  had 
private  and  or  public  health  insurance  coverage  in  addition  to  Medicare.  They 
suggested  that  these  individuals  did  not  need,  nor  in  many  cases  want,  expanded 
Medicare  coverage.  Some  individuals  who  had  their  additional  coverage  paid  for  in 
whole  or  in  part  by  their  current  or  former  employer  would  have  been  subject  to  the 
supplemenul  premium  and  therefore  have  been  subject  to  hi^er  total  charges  after 
enactment  of  MCCA. 


MCCA  Issues 
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Proponents  of  the  measure  stated  that  it  represented  the  mo«t  iignificant 
expansion  in  benefits  since  the  enactment  of  Medicare  in  1965.  They  noted  that  the 
law  was  designed  to  fill  veiy  significant  program  gaps.  While  many  enroUees  had 
other  health  insurance  protection,  approximately  20%  of  the  aged  had  no  additional 
coverage.  These  individuals  tended  to  be  older,  sicker  and  poorer  than  those  who 
purchased  additional  coverage. 

Proponents  noted  that  Medicare  is  more  efficient  to  administer  than  private 
insurance.  They  also  noted  that  it  may  be  difficult  for  those  elderly  with  preexisting 
conditions  to  obtain  affordable  private  coverage. 

Some  persons  suggested  that  persons  will  be  paying  for  coverage  that  they  will 
not  actually  use.  Proponents  noted  that  the  new  legislation  provided  catastrophic 
insurance  protection.  As  with  car  insurance  or  homeowners  insurance,  not  everyone 
expects  to  avail  themselves  of  the  benefits  each  year.  However,  if  the  program  had 
been  fully  implemented,  an  estimated  22%  of  beneficiaries  would  have  been  entitled 
to  higher  Medicare  payments  as  a  result  of  the  legislation. 

Some  critics  of  the  catastrophic  measure  questioned  its  focus.  They  suggested 
that  en-jtment  of  the  catastrophic  proposal  would,  in  effect,  delay  enactment  of  a 
long-term-care  bill.  They  noted  that  the  m^or  gap  in  Medicare  viras  and  continued 
to  be  coverage  of  long-term-care  services.  Veiy  few  private  insurers  offer  protection 
against  these  costs.  As  a  result,  Medicaid  remains  the  primary  source  of  third  party 
financing  for  these  expenses.  Many  elderly  at  risk  of  needing  long-term-care  services 
face  the  prospect  of  impoverishing  themselves  to  welfare  levels  in  order  to  gain 
Medicaid  eligibility. 


Ck>ngressional  Action  in  the  101st  Congress 

During  the  1st  Session  of  the  lOlsc  Congress,  both  the  House  and  Senate 
considered  a  number  of  alternative  approaches  to  modifying  MCCA,  This  interest 
was  spurred  in  large  part  by  the  considerable  opposition  that  was  voiced  by  many 
senior  citizens  to  imposition  of  the  supplemental  premium.  It  was  also  spurred  in 
part  by  the  considerable  increase  in  estimated  program  costs  of  catastrophic  benefits. 
Two  services  accounted  for  most  of  the  estimated  increase  -  the  expanded  skilled 
nursing  facility  benefit  and  the  prescription  drug  benefit. 

Chi  Oct.  4,  1989,  the  House  during  its  consideration  of  the  FY1990  budget 
reconciliation  bill  approved  the  amendment  offered  by  Congressmen  Donnelly  and 
Archer  by  a  vote  of  360  to  66.  This  replaced  the  catastrophic  provision  approved 
earlier  by  the  Committee  on  Ways  and  Means.  The  House  rejected  the  substitute 
amendment  offered  by  Congressmen  Stark,  Gradison,  and  Waxman.  The 
Donnelly/Archer  amendment  basically  repealed  the  Medicare  provisions  and  the 
financing  provisions  of  MCCA  while  retaining  the  Medicaid  provisions. 

On  Oct.  6,  1989,  the  Senate  by  a  vote  of  99  -  0  approved  S.  1726,  as  amended. 
This  legislation  was  introduced  by  Senator  McCain  as  a  free-standing  measure. 
(Earlier  efforts  by  the  Finance  Committee  to  report  a  catastrophic  agreement  as  part 
of  reconciliation  were  unsuccessful.)    The  Senate's  action  came  after  a  series  of 
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amendments  (including  a  repeal  amendment)  were  disapproved.  The  Senate  bill 
retained  the  Part  A  bi»ue»lt  with  the  exception  of  the  SNF  benefit.  It  alio  retained 
coverage  for  immunoeuppressives  and  home  IV  drugs,  mammography  Mrvicea,  and 
respite  care.  The  Senate  bill  eliminated  the  supplemental  premium  and  provided 
beginning  in  1990  for  a  recalculation  of  the  Part  B  premium  to  fund  che  remaining 
benefits. 

On  Nov.  8,  1989,  the  House  passed  H.R.  3607,  the  Medicare  Catastrophic 
Coverage  Act  of  1989.  The  provisions  of  this  bill  were  identical  to  the  catastrophic 
provisions  approved  by  the  House  as  part  of  the  reconciliation  bill.  Also  on  Nov.  8, 
1989,  the  Senate  passed  its  version  of  Hit  3607.  The  Senate  version  was  a  revised 
McCain  bill  which  corrected  technical  errors  incorporated  in  S.  1726.  The  Conferees 
reported  the  measure  on  Nov.  19, 1989.  The  Conferees  essentially  reported  the  House 
repeal  measure  with  a  few  modifications.  The  Senate  rejected  the  measure  twice 
returning  the  measure  to  the  House;  the  latter  body  insisted  on  the  conference 
agreement.  Both  Houses  approved  the  conference  report  with  technical  correction  on 
Nov.  22,  1989.  The  bill  was  signed  into  law  (P.L.  101-234)  on  Dec.  13,  1989. 


MCCA  Repeal  Provisions 

The  following  summarizes  the  provisions  of  H.R.  3607  as  approved  by  Congress. 

Part  A  Provisiona 

Hospital  and  SNF  Benefits.  The  expanded  hospital  and  SNF  benefits 
authorized  by  MCCA  were  effective  Jan.  1, 1989.  P.L.  101-234  restores  the  prior  law 
provisions  effective  Jan.  1,  1990. 

Beginning  Jan.  1,  1990,  hospital  and  SNF  benefits  will  again  be  tied  to  the 
bencficiary'3  "spell  of  illness."  A  spell  of  illness  begins  when  a  beneficiary  enters  a 
hospital  and  ends  when  he  or  she  has  not  been  an  inpatient  of  a  hospital  or  SNF  for 
60  consecutive  days. 

A  beneficiary  is  entitled  to  90  days  of  hospital  care  per  spell  of  illness."  Days 
1-60  £a"e  subject  to  one  deductible  ($592  in  1990).  Days  61-90  are  subject  to  a  daily 
coinsurance  charge  ($148  in  1990).  Beneficiaries  also  have  a  total  of  60  lifetime 
reserve  days  available  to  them.  A  beneficiary  exceeding  90  days  of  care  during  a  spell 
of  illness  may  use  lifetime  reserve  days,  subject  to  a  daily  coinsurance  charge  ($296 
in  1990).  Lifetime  reserve  days  can  be  used  only  once;  any  such  days  used  by  a 
beneficiary  prior  to  1989  are  subtracted  from  the  total  available. 

A  beneficiary  is  also  entitled  to  100  days  of  SNF  care  per  spell  of  illness.  The 
threo-day  prior  hospitalization  requirement  removed  by  MCCA  has  been  restored. 
Days  1-20  of  post-hospital  SNF  care  are  not  subject  to  beneficiary  cost-sharing.  Days 
21-100  are  subject  to  daily  coinsurance  charges  ($74  in  1990). 

P.L.  101-234  establishes  transition  provisions  for  persons  in  a  hospital  on  Jan. 
1,  1990  whose  inpatient  stay  began  prior  to  that  date.  For  these  individuals,  January 
1,  1990  is  considered  to  be  the  first  day  of  the  beneficiary's  spell  of  illness;  however, 
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no  deductible  im  impowd  if  one  was  impowd  for  «uch  sUy  in  1989.  Alfo,  if  « 
deductible  was  impowd  on  an  inpatient  stay  beginning  in  lumber  1989,  no 
deductible  it  to  be  imposed  for  a  spell  of  illness  beginning  in  January  1990.  Further, 
°°^^"ctible  is  imposed  on  an  individual  whose  spell  of  illness  began  prior  to  Jan. 

P.L.  101-234  also  establishes  transition  provisions  for  persons  in  a  SNF  on  Jan. 
1,  1990  whose  SNF  care  began  prior  to  that  date.  The  100  days  of  SNF  care  are 
deemed  to  start  on  Jan.  1,  1990.  Thus,  no  coinsurance  would  be  imposed  on  days  1- 
20;  the  daily  $74  coinsurance  charge  would  be  imposed  on  days  21-100.  Persons  in 
the  SNF  prior  to  Jan.  1,  1990  would  not  be  subject  to  the  prior  hospitaliiation 
requirement  The  prior  hospitalization  requirement  is  also  waived  for  persons 
discharged  from  a  SNF  during  Dec.  1989  ana  ic?dmitted  in  Jan.  1990  within  30  days 
of  discharge. 

Home  Health  Benefits.  The  expanded  home  health  benefits  (see  MCGA 
summary)  which  were  to  become  effective  Jan.  1,  1990  are  repealed. 

Hoapioe  Benefits.  The  210  limitation  ig  restored  Jan.  1,  1990,  except  that  it 
docs  not  apply     persons  electing  hospice  benefits  prior  to  that  date. 

Blood  Deductible.  P.L.  101-234  retains  the  UCCA  provision.  MCCA  provided 
that  the  Part  A  blood  deductible  is  to  be  imposed  on  a  calendar  year  basis;  it  is  to 
be  reduced  by  any  such  deductible  imposed  under  Part  B. 

Part  A  Premium.  The  vast  msyority  of  the  elderly  are  automatically  eligible  for 
Part  A  protection.  Persons  not  automatically  eligible  may  obtain  coverage  throurfi 
payment  of  a  monthly  premium  ($156  in  1989.)  MCCA  revised  the  calculation  of  that 
premium.  P.L.  101-234  retains  this  modification. 

PPS  Payments.  MCCA  provided  for  transitional  adjustments  in  PPS  payments 
to  take  into  account  the  new  law.  Further,  for  PPS-exempt  hospitals,  it  provided  for 
an  adjustment  m  the  target  amount  (the  annual  limit  on  total  Medicare  payments 
to  such  hospital)  to  take  into  account  the  additional  days  of  care  Medicare  would  be 
covering. 

P.L.  101-234  terminates  the  transitional  adjustments  for  PPS  and  PPS-exempt 
hospitals  effective  Jan.  1,  1990.  Further,  it  requires  the  Secretary  to  make 
appropnate  adjustments  in  the  target  amount  to  take  into  account  services  provided 
to  an  inpatient  whose  stay  began  before  Jan.  1,  1' "10. 

Part  B  Provisions 

The  following  new  Part  B  benefite  which  were  to  become  effective  Jan.  1  1990 
are  repealed: 

"*    Limitation  on  out-of-pocket  expenses  (the  so-cr.lled  Part  B  cap) 

-  Screening  mammograms 
~    Respite  care 

-  Home  intravenous  drug  therapy  services 
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Cataurtrophic  PiiwcilpUou  Drugs 

Covarsft  for  ou^itent  cfttastrophic  prescription  drugi,  which  wmm  to  bsgin  on 
a  limited  bane  in  1990,  is  repealed. 

MCGA  required  that  physicians  include  the  appropriate  diagnosis  code  when 
requesting  Medicare  payment,  effective  Mar.  1,  1989.  This  requirement  is  retained. 

Financing 

MCGA  provided  that  the  supplemental  premium  was  to  be  eflective  for  tax  years 
beginning  after  Dec  31,  1988.  PX.  101-234  repeals  this  premium.  While  most 
persons  would  not  have  paid  the  premium  xintil  they  Hied  their  1989  tax  returns, 
some  persons  may  have  paid  a  portion  of  this  as  part  of  their  estimated  tax 
p^nments.  A  separate  refund  of  this  amount  will  not  be  made.  Repeal  of  the 
premium  results  in  reduced  tax  liabiliiy.  If  an  individual's  total  1989  tax  payments 
exceed  total  1989  tax  liability,  a  refund  will  be  made  when  the  individual  files  his  or 
hsr  return. 

MCCA  also  increased  the  monthly  Part  B  premium  by  a  specified  amount  to 
fund  catastrophic  expenses.  This  add-on  amount  was  set  at  %4  per  month  in  1989 
and  $4.90  per  month  in  1990.  The  additional  premium  is  deducted  from  individual's 
social  security  checks  (as  is  the  case  for  the  basic  Part  B  premium  amount).  The 
additional  premium  is  repealed  effective  Januaiy  1990.  Due  to  the  late  passage  of  the 
repeal  legislation,  the  1990  add-on  amount  will  be  deducted  for  several  months  until 
the  system  can  be  appropriately  modified.  Any  resulting  overpayment  will  be 
refunded. 

MCCA  extended  indefinitely  the  hold  harmless  provision.  This  provision  prohibits 
a  benefidaiy's  check  from  dropping  as  a  result  of  an  increase  in  the  Part  B  premium. 
This  indefinite  extension  is  retained. 

MCCA  also  established  several  new  trust  funds  and  accounts.  PX.  101-234 
repeals  the  Federal  Hospital  Insurance  Catastrophic  Coverage  Reserve  Fund,  the 
Federal  Catastrophic  Drug  Insurance  Trust  Fund,  and  the  Medicare  Catastrophic 
Coverage  Account. 

MCCA  required  the  Secretary  of  the  Treasuiy  to  study  and  report  to  Congress 
by  Nov.  30,  1988  on  Federal  tax  policies  to  promote  the  private  financing  of  long- 
term  care.  PX.  101-234  delays  the  reporting  date  until  May  31,  1990. 

Medigap  Provialoiia 

Beviaed  Certification  Requirements.  MCCA  amen{:;cH  procedures  for  Federal 
certification  of  Medigap  policies  to  reflect  en<ictmect  of  catastrophic  coverage.  (See 
above.)  FX  101-234  amends  the  requiremenis  to  reflect  repeal  of  catastrophic 
coverage.  PX.  101-234  provides  a  period  of  90  days  beginning  with  enactment  for 
the  NAIC  to  revise  their  model  medigap  regulation  to  improve  such  regulation  and 
otherwise  to  reflect  benefit  changes  made  by  the  new  law.  The  revised  regulation 
would  apply  in  a  State  effective  on  the  date  the  State  adopts  Medigap  standards 
•qual  to  or  more  stringent  than  the  revised  regulation  or  one  year  after  the  date  the 
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NAIC  fim  adopta  such  revi^d  regulation.  If  the  NAIC  doM  not  reviM  the  mode] 
MguUtaon  wx&m  90  dayi,  the  Secretary  muat  promulgate  reviaed  Federal  model 
atandarda  wxUun  the  aubaequent  60  day  period.  Tbeae  atandarda  would  become 
effective  on  the  earUer  of  the  date  the  State  adopta  the  atandarda  equal  to  or  more 
rtnngent  than  the  reviaed  atandarda  or  one  year  after  the  date  the  Secretary 
v^f^^  ^        ^*  regulation  (or  the  reviaed 

Fedwal  model  atandarda)  are  effective  in  a  State,  no  Medigap  poUcy  may  be  certified 
by  the  S«a-etary  and  no  Secretarial  certification  may  remain  in  effect  unleat  the 
policy  meeta  the  reviaeO  NAIC  model  atandarda  (or  the  reriaed  Federal  model 
atandarda.)  "w^^** 

PX.  101-234  definea  a  tranrition  deadline  aa  one  year  after  the  NAIC  adopta  the 
reviMd  model  regulation,  or  one  year  after  the  Secretary  promulgate,  reviaed  Federal 
model  Btandards,  as  the  case  may  be.  Medigap  policiet  iaaued  after  the  tranaition 
deadline  muet  comply  with  the  reviaed  NAIC  model  regulation  or  the  Federal  model 
standard!  to  be  in  compliance.  MeUigap  poUcies  issued  before  the  transition  deadline 
are  deemed  to  be  in  compUance  with  the  new  standards  if  they  comply  with  a 
ta^ition  provision  to  be  issued  by  the  NAIC  no  later  than  Dec.  15.  1989  (or  failing 
that,  by  the  Secretary  by  Jan.  1,  1990.)  The  NAIC  transition  provision  ceases  to 
apply  on  the  earUer  of  either  the  date  the  State  adopts  standards  equal  to  or  more 
stringent  than  the  revised  NAIC  model  regulation  (or  the  reviaed  Federal  model 
stodards.  If  appropriate)  or  the  date  established  for  States  requiring  legislative 

Medigap  policies  in  effect  on  Jan.  1,  1990  would  not  meet  the  standards  unless 
each  polity  holder  or  certificate  holder  who  is  eligible  for  Medicare  U  sent  a  notice 
by  Jan.  31.  1990  explaining  the  changes  in  Medicare's  benefita  resulting  ftom 
catastrophic  repeal  legislation  and  how  these  changes  affect  the  policy's  benefita  and 
premium. 

Continuation  Provision.  Special  rules  are  established  in  the  case  of  an 
individual  who  had  a  Medigap  supplemental  policy  in  effect  as  of  Dec.  31,  1988  with 
an  insurer  (as  a  policy  holder,  or  in  the  case  of  a  group  policy,  a  certificate  holder) 
and  terminated  this  poHty  before  enactment  of  PX.  101-234.  The  insurer  must  offer 
such  policy  holder  or  certificate  holder  (through  written  notice  between  Dec.  15,  1989 
and  Jan.  30,  1990)  reinstitution  coverage.  The  individual  must  be  offered  during  a 
penod  of  at  least  60  days  (beginning  not  later  than  Feb.  1.  1990)  reinstitution 
coverage  wtth  coverage  effective  as  of  Jan.  1,  1990.  The  offering  must  be  under  the 
terms  which:  (1)  do  not  provide  for  any  waiting  period  for  treatment  of  pre-existing 
conditions;  (2)  provide  for  coverage  which  is  substantially  equivalent  to  coverage  in 
effect  before  the  date  of  such  termination;  and  (3)  provide  for  classification  of 
premiums  on  terms  which  are  at  least  as  favorable  to  the  policyholder  or  certificate 
holder  as  the  premium  classification  which  would  have  applied  to  that  person  had  the 
coverage  not  been  terminated.  An  insurer  is  not  required  to  make  this  offer  in  the 
case  of  a  polnybolder  or  certificate  holder  in  another  Medigap  policy  as  of  the  date 
of  enactment  of  PX.  101-234  if  under  that  policy,  as  of  Jan.  1,  1990.  the  individual 
18  not  subject  to  a  waiting  period  with  respect  to  a  pre-existing  condition. 

Medigap  Premiums.  In  November  1989.  the  GAO  conducted  a  survey  of 
commercial  Medigap  insurers  to  determine  the  expected  increase  in  Medigap 
premiums  in  1990.  For  the  20  companies  reporting,  the  average  monthly  premium 
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was  $58.71  in  1989.  In  the  absence  of  repeal  legislation,  the  estimated  average  1990 
monthly  premium  would  be  $60.10  in  1990.  Repeal  of  MCCA  would  result  in  a  15.4 
percent  or  $9.25  average  ino^:^  t  in  the  1990  monthly  premiums.  This  represented 
increases  ranging  from  6.3%  to  41.3%  across  reporting  companies. 

The  Blue  Cross  and  Blue  Shield  Association  estimated  the  impact  of  repeal  on 
member  plaxu.  A  ^ical  nongroup  Medicare  product  costs  an  estimated  $50  to  $55 
per  month  in  1989.  Repeal  of  MCCA  would  result  in  increases  of  $8  to  $24  per 
month  in  1990. 

Other  Provisions 

PX.  101-234  repeals  the  following  additional  MCCA  provisions,  effective  Jan. 
1,  1990: 

~    Maintenance  of  effort.  The  repeal  does  not  apply  to  duplicative  Part  A 

benefits  for  periods  before  Jan.  1,  1990.  (See  summary  of  MCCA  above.) 
~    Rate  reduction  for  Federal  annuitants. 

—  OPM  study  of  offering  Medigap  policies  to  Federal  annuitants  (This  study 
has  already  been  issued.) 

—  Benefits  counseling  and  assistance  demonstration  project. 

—  Case  management  demonstration  projects. 

—  Advisory  Committee  on  Medicare  home  health  claixu. 

—  Research  on  long-term-care  services  for  Medicare  beneficiaries. 

—  Study  of  adult  day  health  services. 

The  following  provisions  were  retained: 

—  United  States  Bipartisan  Commission  on  Comprehensive  Health  Care  (the 
Pepper  Commission). 

—  Mailing  of  notice  of  Medicare  benefits  and  information  describing  the 
participating  physician  program. 

—  Prohibition  of  mistxse  of  sjnnbols,  names,  or  emblems  in  reference  to  Social 
Security  or  Medicare. 

~    Demonstration  projects  for  chronic  ventilator  dependent  units  in  hospitals. 

—  HMO  provisions  relating  to  adjustment  of  contracts  and  changes  in  civil 
monetary  petudttes  with  respect  to  certain  actions. 

—  Technical  corrections  to  OBRA  1987. 

PX.  101-234  also  requires  prepaid  health  plans,  for  calendar  year  1990  only,  to 
provide  the  additional  Part  A  and  Part  B  benefits  otherwise  repealed.  The 
adjustments  in  the  1990  premium  rates  are  retained  to  cover  the  costs  of  these 
benefits. 

Medicaid 

PX.  101-234  retained  the  Medicaid  provisions  of  MCCA.  These  provisions  are 
as  follows: 

—  Requiring  Medicaid  to  pay  Medicare  premiums  and  cost-sharing  charges  for 
Medicare  beneficiaries  below  poverty. 

—  Spousal    impoverishment    provision    which,    in    the    case    of  the 
institutionalization  of  one  member  of  a  couple,  provides  protection  for  a 
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portion  of  the  couple's  income  and  reeourcee  for  the  maintenanee  naede  of 
the  conununity  spouae. 
-    Requiring  Medicaid  covera|pe  of  pregnant  woman  and  infanU  below  powty. 

In  November  1989,  GAO  conducted  a  aurvey  of  the  impact  of  repeal  of  MCGA*e 
Medicare  proYiaione  on  Medicaid  budgeU.  The  37  Statee  (and  the  Diatrict  of 
Columbia)  reporting  data  ebowed  a  total  increaae  in  1990  budgeti  of  $1  billion,  of 
which  an  eatimatad  $444  million  would  be  State  fuinls  and  $687  Federal  lunda. 


During  the  aecond  aeseion  of  the  lOlat  Congreai,  aevera]  meaauna  were 
introduced  to  restore  selected  benefits  which  had  been  added  by  MCGA  and 
subsequently  repealed.  Generally  the  benefits  propoeed  for  restoration  were  aome  of 
the  leas  costly.  OBRA  1990  restores  two  benefits  which  were  added  by  MCGA  and 
removad  under  the  repeal  bill.  Specifically,  it  provides  coverage  for  biennial 
mammography  screeningi  and  provides  that  the  210  lifstime  limit  for  hospice  services 
m^  be  extended.  The  law  also  accelerates  implemenUtion  of  a  MCGA  Medicaid 
provision  hy  requiring  Statea  to  cover,  Jan.  1,  1991,  all  Medicaia  eoat-«haring 
charges  for  Medica^-a  beneficiaries  with  incomes  below  pawty  and  asseU  below  twice 
the  figure  applicable  under  tha  Supplemental  Security  loeome  (SSD  program.  It  alao 
adds  a  new  provision  requiring  aH  Sutes,  beginning  Jan.  1,  1993,  to  cow  Part  B 
premium  chargea  only  for  Medicare  beneficiaries  with  incomes  below  110%  of  poverty 
and  assets  below  twice  tha  SSI  level. 

The  second  session  of  the  101st  Congress  also  examined  issues  related  to 
Medigap  insurance.  OBRA  1990  makes  a  number  of  modifications  to  the  Medigap 
requirementa  including  the  following: 

~  Simplification  of  Policies.  Benefit  options  are  to  be  eimplified  to  provide 
for  a  core  group  of  benefits,  and  up  to  a  maximum  of  nine  other  groupa  of 
defined  Medigap  packagea.  The  core  group  is  to  be  common  to  iOl  Medigap 
benefit  packages  and  must  be  offered  by  all  Medigap  insurers.  The 
eimplification  etandards  may  be  waived  in  any  state  that  has  an  alternative 
simplification  program  in  effect  on  the  date  of  enactment 

-  Uniform  Polic^r  Deacription.  To  facilitate  comparisons  among  polidea, 
aellers  of  policies  will  be  required  to  provide,  before  the  sals  of  a  policy,  an 
outline  of  coverage  which  describes  the  poUey's  benefits  using  a  standard 
form.  In  addition,  policy  benefits  are  to  be  deecribed  using  uniform  language, 
deftnitionar  and  format 

~  Pivvantion  of  Duplicate  Medigap  Coverage.  Sellers  of  policies  will  be 
required  to  obtain  from  the  applicant  a  sUtement  of  what  kind  of  insurance 
the  applicant  has,  the  source  of  health  insurance,  and  whether  he  or  she  is 
entitled  to  Medicaid.  It  will  be  unlawful  to  sell  or  issue  a  duplicate  policy 
unless  the  applicant  indicates  that  the  policy  replaces  an  existing  one  which 
will  be  terminated. 
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~  Benewabmty.  Medigap  policies  must  be  guaranteed  renewable.  An  issuer 
may  cancel  or  nonrenew  a  policy  only  in  the  case  of  nonpayment  of 
premiums  or  material  misrepresentation. 

-  Medical  Underwriting  UmiUtiona.  Medigap  insurers  will  be  required  to 
offer  coverage  to  individuals,  regardless  of  medical  history,  for  a  six-month 
period  after  the  individual  is  first  enrolled  in  Part  B.  Insurers  are  to  be 
prohibited  from  discriminating  in  price  for  these  policies  based  on  the 
individual's  medical  or  health  status. 

-  Enforcement  of  Standards.  No  policy  may  be  sold  or  issued  unless  the 
policy  is  sold  or  issued  in  a  State  with  an  approved  reguUtozy  proeram  or 
IS  certified  by  the  Secretary. 

-  Promulgation  of  Standards.  If  the  NAIC  promulgates  standards  to 

implement  the  OBRA  1990  changes  within  9  months  of  enactment,  such 
standards  will  be  applied  in  each  State  for  policies  to  be  approved.  The 
standards  will  apply  in  the  State  no  later  than  one  year  after  promulgation 


LEGISLATIQ^ 

PX.  101-234,  H.H.  3607 

Medicwe  Catostrophic  Coverage  Repeal  Act  of  1989.  Includes  provisions 
repealing  the  Medicare  provisions  and  the  financing  provisions  of  MCCA  while 
retaining  the  Medicaid  provisions.  Retains  the  modified  calculation  of  the  Part  A 
blood  deductible  and  the  requirement  for  the  U.S.  Bipartisan  Commission  on  Health 
Care  (known  as  the  Pepper  Commission).  Repeals  the  Part  A  provisions  (which  have 
already  gone  into  effect)  at  the  end  of  1989  and  establishes  transition  requirements 
for  persons  who  were  in  hospitals  or  SNFs  during  1989.  Revises  Medigap 
requirements  (including  appropriate  transition  provisions)  and  includes  a  continuation 
provision^  Introduced  Nov.  7,  1989;  passed  House  Nov.  8,  1989.  (Provisions  identical 
to  catastrophic  coverage  repeal  provisions  included  in  House-passed  Hit  3299  the 
(^bus  Budget  Reconciliation  Act  of  1989)  Passed  Senate  amended  Nov.  8,  1989 
(Contained  provisions  of  Senate-passed  S.1726,  with  technical  amendments.) 
Conference  report  filed  Nov.  19,  1989.    Signed  into  law  Dec.  13,  1989. 

PX.lOI-608.  H.R.5835 

Omnibus  Budget  Reconciliation  Act  of  1990.  Adds  Medicare  coverage  for 
screening  mammography  services.  Provides  that  the  210  day  lifetime  limit  for  hospice 
care  may  be  extended.  Strengthens  Medigap  insurance  standards.  Reported  Oct.  15 
1990  by  the  Committee  on  the  Budget.  Passed  House  Oi  t.  16,  1990.  S.3205  (Sasser) 
reported  by  the  Committee  on  the  Budget  Oct.  16,  IdsJO;  passed  Senate  Oct  18 
1990.  Reported  by  conferees  Oct.  27,  1990.  Conference  report  passed  House  and 
Senate  Oct  27,  1990.  Signed  into  law  Nov.  5,  1990. 
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CONGRESSIONAL  HEARINGS.  REPORTS.  AND  DOCUMENTS 

U.S.  CongrcM.  Houm.  Committee  of  Conference.  Medicare  CaUitrophic  Coverage 
Act  of  1988;  conference  report  to  accompany  Hit  2470.  Mty  31,  1988. 
Washington,  U.S.  Govt.  Print  Off.,  1988.  (lOOtfa  Congreea,  2d  aeeaion.  Houie. 
Report  no.  100661) 

U.S.  Congreee.  House.  Committee  of  Conference.  Medicare  Catastrophic  Coverage 
Repeal  Act  of  1989;  conference  report  to  accompany  HJt3607.  November  19, 
1989.  Washington,  U.S.  Govt.  Print,  Off.,  1939.  (101st  Congress,  1st  session. 
House  Report  no.  101-378) 
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Long-Term  Care  for  the  Elderly 


SUMMARY 


Paying  for  long-term  care  services  has 
been  an  issue  before  the  Congress  for  a 
number  of  years,  and  the  103rd  Congress 
will  likely  consider  a  variety  of  different 
proposals  for  changing  the  way  these  ser- 
vices are  currently  paid  for.  However,  in 
the  context  of  large  Federal  budget  deficits 
and  increasing  spending  under  existing 
entitlement  programs,  it  is  the  issue  of  cost 
that  provides  the  central  focus  of  the  long- 
term  care  debate.  Federal  and  State  Gov- 
ernments already  are  spending  large  sums 
on  long-term  care  In  1991,  Federal  and 
State  spending  lor  nursing  home  care  - 
largely  through  the  Medicaid  program  - 
was  in  excess  -  jf  $32  billion;  and  additional 
amounts  were  spent  for  home  care. 

Despite  these  large  public  expendi- 
tures, the  elderly  face  significant  uncOvenKi 
liability  for  long-term  care,  and  paying  for 
these  services,  especially  nursinghome  care, 
can  impoverish  many  of  those  needing  care. 
The  average  cost  of  nursing  home  care  is  in 
excess  of  $30,000  a  year.  Most  nursing 
home  care  is  paid  for  by  individuals  out-of- 
pocket  or  by  Medicaid.  Medicaid's  spending 
for  nursing  home  care  is  driven  by  it'  cov- 
erage of  persons  who  have  become  poor 
after  depleting  their  resources  and  income 
on  the  cost  of  care.  Private  insurance  for 
Icng-term  care  is  very  limited  at  present. 
The  result  is  that  the  only  way  people  can 
pay  privately  for  this  care  is  with  their  own 
accumulated  resources  and/or  income.  At 
the  same  time,  very  little  coverage,  either 
through  private  insurance  or  public  pro- 
grams, currently  exists  for  the  home  and 
community-based  services  the  elderly  and 
their  faiiMlies  often  prefer  over  institutional 
care. 

These  financing  problems  are  expected 
to  become  more  acute  as  a  rapidly  aging 
population  faces  the  need  for  long-term 
care.  An  estimated  7.1  million  elderly  need 


long-term  care  services.  Of  these,  an  esti- 
mated 5.6  million  elderly,  or  almost  80%  of 
the  total,  live  in  their  own  homes  or  other 
community-based  settings.  About  1.5  mil- 
lion elderly  reside  in  nursing  homes.  Esti- 
mates show  that  the  number  of  elderly 
needing  long-term  care  may  grow  from  7.1 
million  to  13.8  million  by  2030,  with  5.3 
million  elderly  persons  using  nursing  home 
care  and  the  remaining  8.5  million  residing 
in  the  community. 

Proposals  to  expand  public  financing  of 
long-term  care  services  beyond  the  coverage 
provided  by  a  means-tested  program  like 
Medicaid  can  require  a  large  additional 
commitment  of  funds.  The  prospect  of 
large  new  costs  had  led  to  debute  about 
what  is  the  appropriate  role  for  tl^e  public 
and  private  sectors  in  financing  expanded 
long-term  care  coverage.  Some  believe  that 
the  Federal  Government  should  assume  the 
megor  role  in  financing  additional  long-term 
care  services  through  a  new  entitlement 
program.  Others  believe  that  the  costs  of 
any  public  sector  expansion  would  be  pro- 
hibitive and  that  the  private  sector  through 
private  insurance  should  take  the  lead. 
Still  others  believe  that  'a  combination  of 
public  and  private  sector  strategies  is  need- 
ed. Congress  has  not  yet  developed  a  con- 
sensus from  these  divergent  viewpoints. 
Competing  demands  from  other  Federal 
programs,  the  existence  of  Medicaid  as  a 
safety  net  program  for  those  needing  long- 
term  care,  the  emergence  of  a  private  insur- 
ance market  for  long-term  care,  and  uncer- 
tainty about  the  det.iapd  for  new  benefits 
have  all  served  to  deter  mejor  legislative 
action. 

President-elect  Clinton  has  indicated 
interest  in  exploring,  as  part  of  his  health 
reform  proposal,  the  possibility  of  including 
home  care  options  under  the  Medicare 
program. 


Reprinted  from  Long-Term  Care  for  the  Elderly:  Issue  Brief,  by  Richard  J.  Price 
and  Carol  O'Shaughnesay.  Wwhington,  Congressional  Research  Service, 
Updated  Regularly,  11  p. 
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BACKGROUND  AND  ANALYSIS 


Definitions  and  Need  for  Long-Term  Care 

"Long-term  care"  refers  to  a  broad  range  of  medical,  social,  personal  care,  and 
supportive  s'^rvices  needed  by  individuals  who  have  lost  some  capacity  for  self-care 
because  of  a  chronic  illness  or  condition.  Although  chronic  conditions  occur  in 
individuals  of  all  ages,  their  incidence,  especially  as  they  result  in  disability,  increases 
with  age.  These  illnesses  and  conditions  include  heart  disease,  strokes,  arthritis,  vision 
and  hearing  impairments,  and  Alzheimer's  and  related  dementias. 

The  need  for  long-term  care  is  often  measured  by  assessing  limitations  in  a 
person's  capacity  to  manage  certain  functions  or  activities.  For  example,  a  chronic 
condition  may  result  in  dependence  in  certain  functions  that  are  basic  for  self-care,  such 
as  bathing,  dressing,  toileting,  getting  in  or  out  of  a  bed  or  chair,  or  eating.  These  are 
referred  to  as  limitations  in  "activities  of  daily  living,"  or  ADLs.  Assistance  with  these 
ADLs  may  require  hands-on  assistance  or  direction,  instruction,  or  supervision  from 
another  individual. 

Another  set  of  limitations  that  reflect  lower  levels  of  disability  are  used  to  describe 
difficulties  in  performing  household  chores  and  social  tasks.  These  are  referred  to  as 
limitations  in  "instrumental  activitier  of  daily  living,"  or  lADLs,  and  include  such 
functions  as  meal  preparation,  cleaning,  grocery  shopping,  managing  money,  and  taking 
medicine. 

Limitations  in  ADLs  and  lADLa  can  vary  in  severity  and  prevalence.  Persons  can 
have  limitations  in  any  number  of  ADLs  or  lADLs,  or  both.  An  estimated  7.1  million 
elderly  persons  need  long-term  care  because  of  limitations  in  ADLs  or  lADLs.  This  is 
nearly  one-quarter  of  the  Nation's  elderly  population.  Of  the  total,  3.3  million  elderly 
persons  are  estimated  to  be  severely  disabled,  requiring  assistance  with  at  least  three 
ADLs  or  substantial  supervision  due  to  cognitive  impairment  or  other  behavioral 
problems.  The  remaining  3.8  million  are  less  severely  disabled. 

Long-term  care  services  are  usually  differentiated  by  the  settings  in  which  they  are 
provided,  with  services  provided  either  in  nursing  homes  and  other  institutions  or  in 
home  and  community-based  settings.  The  great  mejority  of  elderly  needing  long-term 
care  reside  in  the  community.  An  estimated  5.6  million  elderly,  or  almost  80%  of  the 
total  7.1  million  elderly  needing  assistance  with  ADLe  or  lADLs,  live  in  their  own 
homes  or  other  community-based  settings.  Only  1.5  million  elderly  persons  reside  in 
nursing  homes. 

Paying  for  Long-Term  Care  Services 

The  way  long-term  care  services  are  financed  will  remain  of  great  interest  to  the 
103rd  Congress.  The  table  below  indicates  that  the  Nation  spent  $60  billion  for 
nursing  home  ca*'e  in  1991.  Twc  suurces  of  payment  -  the  Medicaid  program  and  out- 
of-pocket  payments  -  account  for  90%  of  this  total.  This  pattern  of  payment  reveals 
that  the  elderly  face  significant  uncovered  liability  for  long-term  care  and  paying  for 
these  services  can  impoverish  many  of  those  needing  care. 
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Medicaid  is  the  Federal-State  health  program  for  the  poor.  It  limiU  coverage  to 
those  people  who  are  poor  by  welfare  program  ttandards  or  to  those  who  have  become 
poor  as  the  result  of  incurring  large  medical  expenses.  Medicaid  program  data  show 
that  spending  for  the  elderly  is  driven  largely  by  its  coverage  of  people  who  have 
become  poor  as  the  result  of  depleting  assets  and  income  on  the  cost  of  nursing  home 
care.  Many  elderly  people  needing  long-term  care  become  eligible  for  Medicaid  because 
of  the  hi^i  cost  of  nursing  home  care,  currently  averaging  in  excess  of  $30,000  per  year. 
It  is  the  impoverishing  consequences  of  needing  nursing  home  care  that  has  led 
policymakers  over  the  years  to  tiy  to  look  for  alternative  ways  of  financing  this  care. 

National  Nuning  Home  Expenditures,  by     The  table  also  indicates  that  nearly  all 
Source  of  Payment,  1991  ($  in  billions)      private  spending  for  nursing  home  care  is 

paid  directly  by  consumers  out-of-pocket. 
Private  insurance  coverage  for  long-term 
nursing  home  care  is  very  limited,  with 
private  insurance  payments  amounting  to 
1%  of  total  spending  for  nursing  home 
care  in  1991.  (Private  long-term  care 
insurance  is  discussed  in  additional  detail 
below.)  This  pattern  of  private  spending 
for  nursing  home  care  is  also  a  driving 
force  in  the  long-term  care  debate.  The 
only  way  individuals  have  been  able  to 
pay  privately  for  expensive  nursing  home 
care  is  with  their  own  accumulated 
resources  and/or  income.  There  now 
exists  no  comprehensive,  broadly 
affordable  system  for  sharing  the  risk  of 
needing  nursing  home  care. 

By  far  the  greatest  portion  of  long-term 
care  spending  is  <*or  nursing  home  care.  Veiy  little  coverage,  either  through  public 
programs  or  private  insurance,  exists  for  the  aivi.-ri«tive  home  and  community-based 
services  that  the  elderly  and  their  families  prefer.  In  1988  (the  last  year  for  which 
estimates  are  available),  total  home  care  spending  amounted  to  18  to  24%  of  total  long- 
term  care  spending.  Spending  figures  do  not  take  into  account  the  substantial  support 
provided  to  the  elderly  by  family  and  friends.  Studies  have  found  that  more  than  70% 
of  the  functionally  impaired  elderly  living  in  the  community  rely  exclusively  on  unpaid 
sources,  generally  family  and  friends,  for  their  care.  Surveys  have  found  that  eight  out 
of  ten  caregivers  provide  unpaid  assistance  averaging  4  hours  a  day,  7  days  a  week.  A 
large  proportion  of  caregivers  are  financially  disadvantaged  and  one  in  three  is  in 
relatively  poor  health.  Caregiving  frequently  competes  with  the  demands  of 
employment  and  requires  caregivers  to  reduce  work  hours,  take  time  off  without  pay, 
or  quit  their  jobs. 

The  table  also  reveals  that  Medicare  plays  a  very  small  role  in  financing  long-term 
care  services.  Medicare,  the  Federal  health  insurance  program  for  the  elderly  and 
disabled,  is  focused  primarily  on  coverage  of  acute  health  care  costs  and  was  never 
envisioned  as  providing  protection  for  long-term  care.  Coverage  of  nursing  home  care, 
for  instance,  is  limited  to  short-term  stays  in  certain  kinds  of  nursing  homes,  referred 
to  as  skilled  nursing  facilities,  and  only  for  those  people  who  demonstrate  a  need  for 


Total  Nursing  Home  Care  Spending 

Source  of  spending 


Medicaid 

$28.4 

Medicare 

2.7 

Other  Federal 

1.1 

Other  State  and  local 

.1 

Out-of-pocket  payments 

25.8 

Private  insurance 

0.6 

Other  private 

1.3 

Total 

59.9 

Source:  Health  Care  Financing 
Administration.  Detail  does  not  add  to 
total  due  to  rounding. 
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daily  skilled  nursing  care  following  a  hospitalization.  Many  people  who  require 
long-term  nuning  home  care  do  not  need  daily  skilled  nursing  care,  and,  therefore,  do 
not  qu^ify  for  Medicare's  benefit.  As  a  result  of  this  restriction,  Medicare  paid  for  less 
than  4.5%  of  the  Nation  s  expenditures  for  nursing  home  care  in  1991. 

For  similar  r^iasons.  Medicare  pays  for  only  limited  amounts  of  community-based 
long-tenn  care  services,  primarily  through  the  program's  home  health  benefit.  To 
quality  for  home  health  services,  the  person  must  be  in  need  of  skilled  nursing  care  on 
an  intermittent  basis,  or  physical  or  speech  therapy.  Most  chronically  impaired  people 
do  not  need  skilled  care  to  remain  in  their  homes,  but  rather  nonmedical  supportive 
care  and  assistance  with  basic  self^:are  functions  and  daily  routines  that  do  not  require 
skilled  personnel.  ^ 

Three  other  Federal  programs  -  the  Social  Sev-vices  Block  Grant  (SSBG),  the  Older 
Americans  Act,  and  the  Supplemental  Security  Income  (SSI)  program  -  provide  support 
for  community-based  long-term  care  services  for  impaired  elderly  people.  The  SSBG 
provides  block  granU  to  States  for  a  variety  of  home-based  services  for  the  elderly,  as 
well  as  .he  disabled  and  children.  The  Older  Americans  Act  also  funds  a  broad  range 
of  m.home  services  for  the  elderly.  Under  the  SSI  program,  the  federally  administered 
income  assistance  program  for  aged,  blind,  and  disabled  people,  many  States  provide 
supplemental  paymenU  to  the  basic  SSI  payment  to  support  selected  community-based 
long-term  care  services  for  certain  eligible  people,  including  the  frail  elderly.  However, 
since  fundmg  available  for  theee  three  programs  is  limited,  their  ability  to  address  the 
tinancmg  problems  in  lon^  term  care  is  also  limited.  In  addition  to  these  Federal 
programs,  a  number  of  States  devote  significant  State  funds  to  home  and  community- 
based  long-term  care  services. 

Long-term  care  financing  issues  are  expected  to  becon.e  more  pressing  in  years  to 
come,  given  current  demographic  trends  and  projections  of  utilization  of  long-term  care 
services  Estimates  show  that  the  number  of  elderly  needing  long-term  care  may  grow 
from  7.1  million  to  13.8  million  by  2030,  with  5.3  million  elderly  persons  using  nuking 
home  care  in  that  year  and  the  remaining  8.5  million  residing  in  the  community. 

Major  Themes  of  Reform 

Concern  about  long-term  care  financing  is  not  new.  Creation  of  Federal  task 
forces  on  long-term  care  issues,  as  well  as  Federal  investment  in  research  and 
demonstration  efforts  to  identify  cost-effective  -alternatives  to  institutional  care,"  date 
back  to  the  late  1960s  and  early  1970s  when  paymento  for  nursing  home  care  began 
consummg  a  growing  proportion  of  Medicaid  expenditures.  The  awareness  that  public 
programs  provided  only  limited  support  for  community-based  care,  as  well  as  concern 
about  the  fragmentation  and  lack  of  coordination  in  Federal  support  for  long-term  care 
led  to  the  development  of  a  number  of  legislative  proposals  beginning  in  the  mid-1970s! 
Over  the  years,  bills  have  variously  proposed  (1)  establishing  in  Medicare  new 
comprehensive  long-term  care  benefits;  (2)  consolidating  certain  existing  benefiU  of  the 
Medicare,  Medicaid,  and  SSBG  programs  into  a  new  program  of  Federal  support  for 
Z%\IT  T  ™  ^"""^^^       eligibility;  and  (3)  providing  block  grants  to 

the  States  for  expanded  home  and  community-based  care. 
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While  a  number  of  proposals  to  provide  for  large  scale  reform  have  been  considered 
by  Congrew  over  the  years,  long-term  care  legislation  thus  far  enacted  has  taken  an 
mcremental  approach,  principally  through  limited  expansion  of  existing  program 
support  for  home  and  community-based  services.  Congress  has  proceeded  cautiously 
m  expanding  community-based  care  for  a  number  of  reasons.  Federal  long-term  care 
demonstrations  have  generally  shown  that  expanded  community-based  services 
represent  new  coste  that  are  not  oflset  by  reductions  in  nursing  home  spending.  In 
addition,  policymakers  are  concerned  about  the  unpredictability  of  the  demand  for 
community-based  care,  given  the  current  lack  of  financing  for  these  services  and 
resulting  inadequate  information  about  how  people  would  use  services  if  they  were 
broadly  covered  under  a  public  program. 

Incremental  changes  enacted  into  law  have  included  1981  legislation  authorizing 
the  Secretary  of  the  Department  of  Health  and  Human  Services  (DHHS)  to  allow  States 
to  broaden  coverage  for  a  range  of  community-based  long-term  care  services  under  their 
Medicaid  plans  (known  as  home  and  community-based  waiver  programs).  In  1982 
Congress  also  established  a  new  Medicare  hospice  benefit  that  provides  broad  home  care 
coverage  to  terminally  ill  Medicare  beneficiaries.  In  1987,  Congress  gave  States  limited 
new  authority  to  provide  in-home  services  for  the  frail  elderly  under  the  Older 
Amencans  Act  Most  recently,  OBRA  90  included  provisions  that  establish  in  Medicaid 
a  new  optional  benefit  for  home  and  community-based  services  for  the  frail  elderly  with 
spending  capped  at  a  total  of  $580  million  for  five  years. 


Current  Legislative  Issues 

In  the  context  of  large  Federal  budget  deficits  and  increasing  spending  under  the 
Medicare  and  Medicaid  programs,  it  is  the  issue  of  cost,  above  all,  that  has  provided  the 
central  focus  of  the  long-term  care  debate.  Federal  and  State  Governments  already  are 
spending  large  sums  on  long-term  care.  In  1991,  Federal  and  State  spending  for 
nursing  home  care  -  largely  through  the  Medicaid  program  ~  was  in  excess  of  $32 
billion;  and  additional  amounte  were  spent  for  home  care.  Proposals  to  expand  public 
financing  of  long-term  care  services  beyond  the  coverage  provided  by  a  means-tested 
program  like  Medicaid  can  require  a  large  additional  commitment  of  funds  The 
prospect  of  large  new  coste  had  led  to  debate,  as  yet  unresolved,  about  what  is  the 
appropnate  role  for  the  public  and  private  sectors  in  financing  expanded  long-term  care 
coverage. 

Public  and  Private  Sector  Strategies 

Poliqymakers  differ  in  their  views  about  what  public  and  private  sector 
responsibilities  should  be  in  financing  long-term  care.  These  views  have  been  reflected 
m  a  broad  spectrum  of  bills  that  been  introduced  in  recent  Congresses.  The  103rd 
congress  is  likely  to  tee  similar  approaches  embodied  in  legislation  introduced  this  year. 

Those  advocating  a  public  sector  solution  argue  that  all  persons  at  one  time  or 
•  \     °^  "^^'"^  long-term  care,  and  this  risk  can  be  most  efficiently 
siiared  by  a  social  insurance  program  like  Medicare  that  provides  coverage  to  aii  persons 
paying  a  payroll  tax  during  their  workingyears.  Public  sector  advocates  also  argue  that 
the  need  for  long-term  care  is  no  different  from  the  need  for  medical  care;  the  elderly 


CRS-4 


406 


IB93014  02-23.93 


are  not  expected  to  impoverish  themselves  when  they  need  medical  care  and  should  not 
be  expected  to  do  so  when  they  need  long-term  care. 

Private  sector  advocates,  on  the  other  hand,  argue  that  the  country  cannot  afford 
the  tax  burden  associated  with  another  entitlement  program  like  Medicare.  They  also 
argue  that,  since  many  elderly  persons  need  long-term  care  at  the  end  of  their  lives,  a 
new  public  entitlement  that  is  not  means*tested  like  Medicaid  could  have  the  effect  of 
using  scarce  public  resources  to  protect  assets  for  younger  generations.  Those 
advocating  private  sector  solutions  focus  on  private  long-term  care  insurance  as  the 
most  promising  option  for  providing  greater  coverage  for  nursing  home  and  home  care. 
They  propose  a  variety  of  tax  incentives  to  individuals  and  employers  for  the  purchase 
of  this  insurance  so  as  to  encourage  the  growth  of  this  relatively  new  market  and  to 
help  reduce  the  hi£^  premium  costs  of  policies  that  moat  elderly  persons  cannot  now 
afford. 

Still  others  advocate  a  partnership  between  the  public  sector  and  private 
insurance.  These  persons  suggest  that  the  cost  of  long-term  care  must  be  shared  by 
both  if  a  solution  is  to  be  found.  A  broad  range  of  public-private  insurance 
partnershipa  have  been  proposed  that  would  establish  a  larger  or  smaller  role  for 
private  insurance,  depending  on  the  role  that  the  public  sector  would  play  in  the 
particular  proposal.  Proposals  have  ranged  from  partnerships  where  private  insurance 
would  be  limited  to  paying  for  coat-sharing  charges  not  covered  by  comprehensive  public 
benefits  to  others  where  private  insurance  would  provide  the  base  of  coverage  and 
purchase  of  qualified  policies  would  be  subsidized  for  those  persons  with  low  to 
moderate  income. 

Congress  has  not  yet  developed  a  consensus  from  these  divergent  viewpoints. 
Competing  demands  from  other  Federal  programs,  the  existence  of  Medicaid  as  a  safety- 
net  program  that  provides  access  to  long-term  care  services,  an  emerging  private 
insurance  market,  and  the  prospect  of  high  costs  and  new  taxes  to  finance  new  long- 
term  care  benefits  have  all  served  to  deter  migor  legislative  action. 

Private  Long-Term  Gaze  Insurance 

Long-term  care  insurance  is  a  relatively  new,  but  rapidly  growing,  market.  In 
1986,  approximately  30  insurers  were  selling  long-term  care  insurance  policies  of  some 
type  and  an  estimated  200,000  people  were  covered  by  these  policies.  By  1987,  a  DHHS 
Task  Force  un  Long-Term  Care  Insurance  found  73  companies  writing  long-term  care 
insurance  policies  covering  423,000  people.  As  of  December  1991,  the  Health  Insurance 
Association  of  America  (HIAA)  found  that  more  than  2.4  million  policies  had  been  sold, 
with  135  insurers  offering  coverage. 

Althou^  growth  has  been  considerable  in  a  short  period  of  time,  the  private 
insurance  industry  has  approached  this  potential  market  with  caution.  Insurers  are 
concerned  about  the  potential  for  adverse  selection  for  this  product,  where  only  those 
people  who  are  likely  to  need  care  actually  buy  insurance.  In  addition,  they  point  to 
the  problem  of  induced  demand  for  services  that  can  be  expected  to  be  generated  by  the 
availability  of  new  long-term  care  insurance.  With  induced  demand,  individuals  decide 
to  use  more  services  than  they  otherwise  would  because  they  have  insurance  and/or  will 
shift  from  nonpaid  to  paid  providers  for  their  care.  In  addition,  insurers  are  concerned 
that,  given  the  nature  of  many  chronic  conditions,  people  who  need  long-term  care  will 
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need  it  for  the  remainder  of  their  lives,  resulting  in  an  open-ended  liability  foi*  the 
insurance  company. 

As  a  result  of  these  risks,  insurers  have  designed  policies  that  limit  their  liability 
for  paying  claims.  Policies  are  medically  underwritten  to  exclude  persons  with  certain 
conditions  or  ilinesses.  They  contain  benefit  restrictions  that  limit  access  to  covered 
care.  Policies  also  limit  the  period  of  coverage  they  offer,  typically  to  a  maximum  of 
four  or  five  years.  In  addition,  most  plans  provide  indemnity  benefits  that  pay  only  a 
lixed  amount  for  each  day  of  covered  service.  If  these  amounts  are  not  updated  for 
inflation,  the  protection  offered  by  the  policy  can  be  significantly  eroded  by  the  time  a 
person  actually  needs  care.  Today  policies  generally  offer  some  form  of  inflation 
adjustment,  but  only  with  significant  increases  in  premium  costs. 

These  design  features  of  long-term  care  insurance  raise  issues  about  the  quality 
of  coverage  offered  purchasers  of  policies.  The  insurance  industry  has  responded  to 
some  of  these  concerns  by  offering  new  products  that  provide  broadened  coverage  and 
fewer  restrictions.  In  addition,  the  National  Association  of  Insurance  Commissioners 
(NAIC)  has  established  standards  for  regulating  long-term  care  insurance  that  many 
States  have  adopted  at  least  some  portion  of  for  regulation  of  these  products  in  their 
jurisdictions. 

However,  poli<^rmaker8  remain  concerned  about  the  need  for  consistent  and 
uniform  standards  for  coverage.  The  General  Accounting  OfTice  (GAO)  has  reported 
that,  while  NAIC  standards  for  long-term  care  insurance  have  been  amended  annually 
and  have  improved  significantly  during  the  past  5  years.  States  have  lagged  in  adopting 
the  revised  standards.  GAO  also  noted  that,  although  NAIC  standards  provide  a 
foundation  for  consumer  protection,  problems  remain,  including  restrictive  definitions 
that  limit  access  to  benefits  and  lack  of  protection  against  loss  of  financial  investment 
in  a  policy.  Bills  have  been  introduced  in  the  103rd  Congress  to  require  long-term  care 
insurance  policies  to  meet  certain  minimum  standards  established  under  State 
regulatory  programs,  or  in  the  absence  of  State  action,  by  the  Secretary  of  HHS.  These 
bills  include  H.R.  132,  H.R.  438,  and  S.  203. 

One  of  the  key  issues  outstanding  in  the  debate  on  the  role  private  insurance  can 
play  in  financing  long-term  care  is  the  affordability  of  coverage.  HIAA  has  reported  on 
the  premium  costs  of  policies  providing  good  coverage  in  December  1991.  These  policies 
paid  $80  a  day  for  nursing  home  care  and  $40  a  day  for  home  health  care;  they  had 
lifetime  5%  compounded  inflation  protection,  a  20«day  deductible  period,  and  a  four-year 
maximum  coverage  period.  These  policies  had  an  average  annual  premium  in  December 
1991  of  $1,781  when  purchased  at  the  age  of  65  and  $5,627  when  purchased  at  the  age 
of  79.  Many  elderly  people  cannot  afford  these  premiums. 

The  insurance  industry  beU'^ves  that  affordability  of  premiums  can  be  greatly 
enhanced  if  the  pool  of  those  to  whom  policies  are  sold  is  expanded.  The  industry  has 
argued  that  the  greatest  potential  for  expanding  the  pool  and  reducing  premiums  lies 
with  employer-based  group  coverage.  Premiums  should  be  lower  in  employer-based 
group  coverage  because  younger  age  groups  with  lower  levels  of  risk  of  needing 
long-term  care  would  be  included,  allowing  insurance  companies  to  build  up  reserves 
to  cover  future  payments  of  benefits.  In  addition,  group  coverage  has  lower 
administrative  expenses. 


CRS-6 


408 


IB93014 

02-23.93 

em^lo^ee.:  their  ^^^^'J^,  pareTur^n'S^nrfnilir 

unclel^'^Mfn*""*  ''"'"^-'^^  ^"'P'oy^'  i°te«»t  i,  in  a  new  long-term  care  benefit  is 
and  Clt^r^       'T"  ""^^''^  ''"^  for  retiree  -ns  on 

Tnori^  ^"'Ployers  have  recently  experienced  fairly  .tStia" 

mcre««»  ,n  premium*  for  their  current  health  benefiU  plans.  Ver/fel  emoWe^ 

marsewDuity  01  private  insurance  for  long-term  care  is  unclear. 
Service.,  EligibUity,  Management,  and  Financing 

b^npfiL/«n7i?  ^'"f  proposing  new  publicly  fUnded  or  subsidized  long-term  care 

t«lr.n^M.I!ff^  ^  "^^"Se.  on  the  other  hand,  recent  propolis  have 

cover.™  TT,I^t.    V^^'  PJ°-!^*  Provide  what  i.  known  u  'front-end" 

oi  ineir  nay  <o  that  i^er  they  return  to  the  community  their  ra«ource* 
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are  intact.  Those  people  with  longer  stays  would  use  private  funds  or  private  insurance 
to  pay  for  additional  costs  not  covered  by  the  public  program. 

Other  proposals  have  been  designed  to  offor  more  comprehensive  Federal  nursing 
home  coverage  than  the  previous  approach.  They  would  provide  Federal  coverage 
following  a  short  stay  of  two  or  three  months  in  a  nursing  home,  with  cost-sharing 
after  benefits  began.  Private  insurance  could  cover  these  costs. 

This  variation  in  approaches  reflects,  in  part,  the  concern  of  certain  policymakers 
that  expanded  nursing  home  coverage  for  long  stays  may  end  up  protecting  assets  for 
some  nursing  home  residents  who  are  never  likely  to  return  to  the  community.  The 
effect  of  the  expanded  coverage,  financed  with  public  dollars,  may  be  to  protect  assets 
of  the  elderly  for  children  or  other  relatives  to  inherit. 

Eligibility,  Bills  proposing  publicly  financed  benefits  have  based  eligibility  for 
long-term  care  benefits  on  a  person's  inability  to  perform  ADLs,  including  the  functions 
of  bathing,  dressing,  getting  in  or  out  of  a  bed  or  chair,  or  eating.  Using  ADLs  allows 
long-term  care  benefits  to  be  targeted  to  a  limited  number  of  people,  and  also  enables 
the  new  benefit  to  be  provided  without  regard  to  certain  medical  criteria  commonly  used 
to  establish  eligibility  for  health  benefits.  Eligibility  criteria  for  health  benefits,  such 
as  prior  hospitalization  or  need  for  skilled  nursing  care,  often  have  little  to  do  with  the 
social  service  needs  of  a  chronically  impaired  population  and  can  limit  access  to  services 
needed  by  a  long-term  care  population.  Proposals  have  generally  used  two  or  three 
limitations  in  ADLs  as  a  threshold  for  eligibility,  the  hi^er  number  limiting  eligibility 
to  a  more  disabled  population  and  covering  fewer  people.  (As  noted  above,  an  estimated 
3.3  million  elderly  require  assistance  with  three  or  more  ADLs.) 

Recently  considered  bills  have  also  based  eligibility  on  the  existence  of  cognitive 
impairments.  Many  people  suffering  from  dementia  or  Alzheimer's  disease  may  be 
cognitively  impaired,  and  may  not  have  limitations  in  ADLs,  but  require  supervision  to 
carry  out  these  functions. 

While  surveys  have  estimated  numbers  of  elderly  with  ADL  limitations,  the 
number  of  persons  who  would  actually  try  to  establish  eligibility  for  new  publicly 
financed  benefits  cannot  be  determined  with  any  certainty.  There  is  very  little  data  on 
use  of  long-term  care  services  in  an  insured  environment.  The  great  majority  of  elderly 
rely  on  family  and  friends  to  provide  assistance  with  their  needs.  While  studies  have 
shown  that  families  do  not  withdraw  their  support  when  expanded  home  and 
community-based  care  is  provided  under  federally  sponsored  demonstration  projects, 
information  does  not  exist  to  show  what  demand  for  services  would  be  when  a  program 
permanently  establishes  new  publicly  financed  long-term  care  benefits.  This  lack  of 
certainty  about  demand  for  care  and  resulting  costs  of  new  publicly  funded  benefits 
have  served  to  postpone  any  major  action  on  long-term  care. 

Role  of  the  Statet.  State  governments  have  substantial  responsibility  for 
long-term  care.  Not  only  do  States  administer  home  and  community-based  services 
authorized  under  the  Medicaid,  SSBG,  and  Older  Americans  Act  programs,  they  also 
have  responsibility  for  implementation  and  oversight  of  Federal  standards  governing 
nursing  homes  and  home  health  care  agencies  receiving  reimbursement  under  the 
Medicaid  and  Medicare  programs.  Over  the  past  10-15  years,  some  States  have  made 
msgor  strides  in  dealing  with  the  complexities  involved  in  coordinating  the  various 
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Federal  home  and  community'baaed  long-term  care  programs  to  overcome  what  they 
believe  is  a  bias  in  Federal  funding  for  institutional  care. 

State  initiatives  have  included  development  of  methods  to  control  access  to 
institutions  through  preadmission  screening  mechanisms;  development  of  case 
management  systems  to  authorize  and  control  use  of  community-bascd  services 
(sometimes  through  designation  of  local  agencies  to  act  as  single  entty  points  for 
long-term  care  services);  and  consolidation  of  State  administration  of  the  various 
long-term  care  services  programs.  In  addition,  some  States  have  spent  substantial  State 
dollars  to  support  home  and  community-based  long-term  care  services  to  be  responsive 
to  the  strong  preference  of  the  elderly  for  such  care. 

Some  observers  point  out  that  a  State  role  in  the  administration  of  an  expanded 
publicly  funded  long-term  care  program  may  compromise  a  uniform  national  benefit, 
with  the  possibility  of  inconsistency  in  States'  interpretations  of  Federal  policies.  Other 
analysts  and  State  officials  argue  that  States  already  have  experience  in  coordinating 
and  administering  nonmedical  long-term  care  benefits  and  are  also  in  a  good  position 
to  oversee  the  multiplicity  of  local  providers  that  would  be  involved  in  providing  long- 
term  care. 

Enacted  legislation  that  has  incrementally  expanded  nonmedical  home  and 
community-based  services,  such  as  the  Medicaid  waiver  programs  and  the  Older 
Americans  Act,  has  built  upon  existing  State  roles.  Recently  considered  proposals  have 
provided  for  a  major  role  for  the  States  in  administering  new  benefits,  and  it  is  likely 
that  similar  proposals  will  be  considered  by  the  103rd  Congress. 

Role  of  Case  Management.  Case  management  generally  refers  to  ways  of 
matching  services  to  an  individual's  needs.  In  the  context  of  long-term  care,  case 
management  generally  includes  the  following  components:  screening  and  assessment 
to  determine  an  individual's  eli^bility  and  need  for  a  given  service  or  program; 
development  of  a  plan  of  care  specifying  the  types  and  amounts  of  care  to  be  provided; 
authorization  and  arrangement  for  delivery  of  services;  and  monitoring  and 
reassessment  of  the  need  for  services  on  a  periodic  basis. 

Some  State  and  local  agencies  have  incorporated  case  management  as  a  basic  part 
of  their  long-term  care  systems  development.  The  availability  of  Medicaid  funds  under 
the  home  and  community-based  waiver  programs  has  spurred  the  development  of  case 
management  services;  but,  other  sources  of  funds  have  been  used  by  States  to  develop 
case  management  systems,  including  Sute-only  funds,  SSBG,  and  the  Older  Americans 
Act. 

Case  management  is  carried  out  in  a  wide  variety  of  ways.  Organizational 
arrangements  may  range  from  centralized  systems  to  those  in  which  some  case 
management  functions  are  conducted  by  different  agencies.  Case  management  may  be 
provided  by  many  community  organizations,  including  home  health  agencies,  area 
agencies  on  aging,  and  other  social  service  or  health  agencies.  In  some  cases  where 
statewide  long-term  care  systems  have  been  developed,  one  agency  at  the  community 
level  has  been  designated  to  perform  case  management  functions,  thereby  establishing 
a  single  point  of  access  to  long-term  care  services. 
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While  there  seems  to  be  a  certain  degree  of  consensus  as  to  the  promise  case 
management  offers  as  a  means  to  control  utilization  of  long-term  care  services  as  well 
as  to  coordinate  services,  there  is  not  yet  agreement  as  to  the  most  effective  way  to 
incorporate  case  management  functions  into  expanded  long-term  care  benefits. 
Proposals  have  designated  a  number  of  different  agencies  to  cany  out  some  or  all  of  the 
case-management  functions. 

Reimbursement.  The  way  long-term  care  services  are  reimbursed  will  have  a 
significant  impact  on  expenditures  under  any  new  program.  Medicare  currently 
reimburses  covered  home  health  and  nursing  home  services  on  the  basis  of  reasonable 
costs  (defined  by  the  program)  that  have  actually  been  incurred  for  care  provided  to 
program  beneficiaries,  up  to  specified  limits.  This  method  has  been  criticized  on  a 
number  of  grounds,  including  its  lack  of  incentives  for  providers  to  maximize  efficiencj* 
and  minimize  costs.  Most  States  use,  at  least  in  part,  a  prospective  payment  method 
for  reimbursing  nursing  home  care  under  their  Medicaid  programs.  Prospective 
payment  reimbursement  establishes,  in  advance  of  the  time  when  services  are  provided, 
payment  rates  for  care  on  a  per  visit,  per  case,  per  month,  or  other  basis.  Many  long- 
term  care  proposals  have  required  that  reimbursement  for  community  and/or  nursing 
home  care  be  based  on  annual  budgets,  fee  schedules,  or  some  other  prospectively 
determined  reimbursement  mechanism,  established  by  the  Secretary. 

Various  Federal  long-term  care  demonstrations  have  attempted  to  control 
payments  for  expanded  home  and  community-based  care  by  establishing  caps  on 
amounts  that  can  be  spent  for  services.  Generally  these  have  been  linked  to  average 
Medicaid  payments  for  nursing  home  care  in  the  State,  on  the  assumption  that 
expanded  services  will  serve  as  a  substitute  for  institutional  care  and  should  cost  less. 
The  National  Long-Term  Care  Channeling  Demonstration,  for  example,  required  that 
average  per  client  expenditures  for  expanded  community>based  care  not  exceed  60%  of 
the  average  of  the  State's  Medicaid  rates  for  nursing  homes  in  the  demonstration  area. 
Proposals  have  generally  used  some  variation  of  this  cap  concept. 

Financing.  Bills  proposing  new  publicly  funded  long-term  care  benefits  recognize 
that  new  revenues  would  be  required  to  finance  these  benefits.  These  new  revenues  are 
not  insignificant,  given  the  costs  of  proposals  covering  both  nursing  home  and  home 
care  benefits.  Certain  bills  providing  coverage  for  nursing  home  and  home  care 
introduced  in  the  102nd  Congress  had  estimated  new  Federal  costs  of  $45-60  billion  in 
the  first  full  year  of  implementation.  To  finance  new  expenditures,  bills  variously 
propose  increases  in  individual  and  corporate  income  taxes,  increases  in  payroll  taxes, 
including  elimination  of  the  cap  on  income  subject  to  the  Medicare  payroll  tax^  increases 
in  cigarette  and  alcohol  taxes,  and  new  estate  taxes  (on  the  grounds  that  expanded 
long-term  care  coverage  under  a  public  program  protects  assets  that  would  be  inherited 
by  children  or  others).  Bills  that  propose  to  provide  tax  incentives  for  the  purchase  of 
private  insurance  for  long-term  care  also  require  new  Federal  expenditures,  specifically 
tax  expenditures  that  represent  revenues  lost  to  the  Treasuty.  It  is  the  tax  burden 
associated  with  new  long-term  care  benefits  that  has  discouraged  Congress  from  action 
in  this  area. 
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LEGISLATION 

BJcL  132  (Colliiui) 

Long-Term  Care  Insurance  SUncUrds  and  Corisumer  Protection  Act  of  1993. 
Establishes  a  new  Title  XXI  in  the  Social  Security  Act  to  require  long-term  care 
insurance  policies  to  meet  minimum  standards  specified  in  State  regulatory  programs 
approved  by  the  Secretary  of  HHS.  In  the  absence  of  approved  State  programs,  policies 
would  have  to  be  certified  by  the  Secretary.  Requires  policies  to  include  nonforfeiture 
protection  and  to  offer  the  option  of  inflation  protection.  Introduced  Jan.  6,  1993; 
referred  to  Committee  on  E^oergy  and  Commerce. 

H JEl.  438  (Wyden) 

Long-Term  Care  Insurance  Consumer  Protection  Act  of  1993.  Amends  Title  XDC 
of  the  Social  Security  Act  to  require  long-term  care  insurance  policies  to  meet  certain 
minimum  standards  specified  in  State  regulatory  programs  approved  by  the  Secretary 
of  HHS.  In  the  absence  of  approved  State  programs,  policies  would  have  to  be  certified 
by  the  Secretary.  Requires  policies  to  include  inflation  and  nonforfeiture  protection. 
Introduced  Jan.  5,  1993;  referred  to  Committee  on  Energy  and  Commerce. 

S.  203  (KeniHKfy) 

Long-Term  Care  Insurance  Standards  and  Accountability  Act  of  1993.  Amends  the 
Public  Health  Service  Act  to  require  long-term  care  insurance  policies  to  meet  certain 
minimum  standards  specified  in  State  regulatory  programs  approved  by  the  Secretary 
of  HHS.  In  the  absence  of  approved  State  programs,  policies  would  have  to  be  certified 
by  the  Secretary.  Requires  policies  to  include  nonforfeiture  protection  and  to  offer  the 
option  of  inflation  protection.  Introduced  Jan.  26,  1993;  referred  to  Committee  on 
Labor  and  Human  Resources. 


FOR  ADDITIONAL  READING 

U.S.  Bipartisan  Commission  on  Comprehensive  Health  Care,  A  Call  for  Action,  Final 
Report,  Sept.  1990,  Washington,  D.C. 

U.S.  Congress,  Congressional  Budget  Office,  Policy  Choices  for  Long-Term  Care,  June 
1991,  Washington,  D.C. 
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SUMMARY 


Financing  long-term  care  (LTC)  services  presents  policymakers  with  a 
dilemma  because  the  various  goals  of  policy  that  many  see  as  desirable 
are  inherently  inconsistent.  In  particular,  containing  the  burgeoning 
total  costs  of  LTC  that  are  anticipated  under  current  policies  conflicts 
with  providing  better  protection  for  LTC  users  against  the  out-of- 
pocket  costs  of  this  care,  broadening  the  range  of  services  available, 
and  improving  their  quality. 

Total  LTC  expenditures,  and  the  amount  that  federal  taxpayers 
fund  under  current  law,  are  projected  to  rise  rapidly  because  of  the  ag- 
ing of  the  baby-boom  generation,  improvements  in  life  expectancy,  and 
rates  of  price  increase  for  LTC  services  that  exceed  general  inflation. 
Although  medical  research  may  be  able  to  reduce  future  care  require- 
ments by  finding  ways  to  prevent  the  need  for  care,  the  policy  dilemma 
will  remain. 

Some  observers~"fiscal  critics"  of  the  present  system--consider 
that  both  the  level  and  expected  growth  rate  of  federal  LTC  costs  are 
unacceptably  high  and  that  the  private  sector  should  therefore  play  a 
larger  role  in  financing  LTC  services.  Other  observers-"performance 
critics"  of  the  present  system-consider  that  the  system  provides  too 
little  financial  protection  for  people  who  need  extended  and,  in  many 
cases,  very  costly  LTC  services.  They  also  want  a  broader  range  and 
higher  quality  of  services  to  be  available.  Yet  policy  changes  t\at 
would  expand  access  to  services  and  reduce  the  financial  burden  on  in- 
dividuals requiring  them  would  in  general  increase  total  expenditures. 
Most  changes  would  also  raise  federal  outlay s-perhaps  by  billions  of 
dollars  annually -beyond  the  increases  projected  under  current  law. 

BACKGROUND 


Long-term  care  services  are  rehabilitative,  medical,  and  supportive 
social  services  of  various  kinds  for  people  who  have  functional  limita- 

Reprinted  from  Policy  Choices  for  Lx>ng-Term  Care.  Washington,  Congressional 
Budget  Oflice,  1991.  p.  ix-xxii. 
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tions  or  chronic  health  conditions  and  who  need  ongoing  health  care  or 
assistance  with  normal  activities  of  daily  living.  These  services  in- 
clude nursing  home  care  and  a  range  of  home*  and  community-based 
(H&CB)  services. 

Although  most  people  who  need  LTC  receive  it  in  the  form  of 
unpaid  care  from  family  members  and  friends,  paid  services  are  a  big 
business  that  amounted  to  nearly  $58  billion  in  fiscal  year  1988  (see 
Summary  Table  1).  As  the  baby-boom  generation  ages,  the  LTC  busi- 
ness will  grow  (see  Summary  Figure  1  for  projected  use  of  the  principal 
iorm  of  care).  Governments  already  pay  half  the  total  cost,  mainly 
through  the  Medicaid  program,  and  face  the  prospect  of  rapid  growth 
in  spending  under  current  policy.  Moreover,  the  prospects  for  avoiding 
the  projected  increases  in  federal  outlays  are  bleak  because  the  most 
effective  mechanisms  for  doing  so  are  already  in  place:  individuals  are 
now  required  to  exhaust  most  of  their  own  resources  before  receiving 
publicly  subsidized  care,  the  range  of  subsidized  services  is  narrowly 
defmed,  and  the  states  are  already  required  to  share  in  the  costs  of  the 
Medicaid  programs  that  they  administer. 

Complicating  the  challenge  for  policymakers  is  that  the  nature  of 
the  alleged  problem  of  access  to  services  in  the  current  system  is 
unclear.  Despite  anecdotal  accounts  of  shortcomings  in  available  LTC, 
there  is  little  reliable  quantitative  evidence  from  nationwide  studies 
showing  that  significant  numbers  of  people  fail  to  receive  needed 
assistance.  This  dearth  of  evidence  could  imply  that  no  real  problem 
with  shortages  of  LTC  or  unmet  needs  for  UK  exists;  it  might,  on  the 
other  hand,  simply  reflect  a  lack  of  consensus  on  what  constitutes  a 
"shortage"  or  on  what  is  "needed"  or  "ai^equate"  care.  Finally,  con- 
cerns about  access  might  be  of  a  quite  different  kind-reflecting,  for  in* 
stance,  dissatisfaction  with  the  financial  terms  on  which  access  is  cur- 
rently available,  or  subjective  evaluations  of  the  scale,  appropriate- 
ness, quality,  or  flexibility  of  care  under  the  present  system.  Regard- 
less of  the  nature  of  the  access  problem,  however,  a  clear  trade-off 
exists  between  modifying  the  LTC  system  to  reduce  individuals* 
financial  vulnerability  and  the  public  and  private  costs  of  doing  so. 
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SUMMARY  TABLE  1.        ESTIMATED  TOTAL  SPENDING  ON  LONG- 
TERM  CARE  SERVICES  BY  TYPE  OF 
SERVICE  AND  SOURCE  OF  PAYMENT. 
FISCAL  YEAR  1988  (InbiUioMofdolUrt) 


Home-  tnd 
Nursing  Community- 
Payment  Source  Home  Care*  Based  C»re*>  Total 


Total 

44,3 

13.6 

57,8 

Federal 

13.3 

5.0 

18,3 

Medicare 

0,9 

2.4 

3.3 

Medicaid 

11,5 

1.3 

12.9 

VA  and  other< 

0,9 

1,2 

2.2 

State  and  Local 

9.5 

2,6 

12.1 

Medicaid 

9.4 

1,1 

10,5 

Other<l 

e 

1,5 

1,6 

Private 

21.5 

6,0 

27.5 

Out-of-pocket 

20.2 

5,1 

25,3 

Health  insurance 

f 

0-2 

0,2 

Othert 

1.3 

0,7 

1,9 

SOURCE     ConfT«M>on«l  Budjret  Office  c«IcuUlioni  b«i«d  on  citimatci  from  Aclutri«l  RcM«rch 
Corporation 

NOTE     VA  =  Department  of  V«t«r«niAiT«iri. 

•  Nurtinf  home  care  includet  tcrvicM  provtde<l  in  ikillcd  nunini  facilitici.  tnUrmcdiaU  c«r« 
ftcihtiN.  combinationa  of  skilled  «nd  intennediau  nuntnf  facilitici.  inUna«di«t<  care  fscihtiM  for 
mcnully  rcurd«d  people,  and  noncertifted  facihttet  providinfaone  nuraing  care. 

b  Home  and  community -bated  car*  tncludea  nuriinf  care,  apeacb  therapy,  pbyijcal  therapy,  occu- 
pational therapy.  Mrvicca  provided  by  home  health  aide*  and  homemakcra.  madical  aocial  •crvtcaa. 
ho  me -delivered  and  cenUr -baaed  meala.  adult  day  care,  acoior  centara.  and  tranapotlation  aerviott. 

c  Federal  payment*  for  home-  and  community -baaed  care  aarvicea  are  alao  provided  urwkr  the  Older 
Americana  Act  and  the  Socia  1  Services  Block  Grant. 

d  Other  tuu  funding  tncludca  Medicaid-relatad  paymenta  for  which  there  waa  no  ftderal  matching 
•nd  funding  from  auu  genera)  revenuea 

e     Lett  than  $50  miltion. 

f     Not  Mparauly  identified.  Included  with  "other  pnvau." 

g  Other  pnvate  aourcea  of  payment  include  private  organixationa  and.  far  nuraing  home  care,  private 
inaurance 
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Summary  f  igure  1. 

Projected  N*u,T.war  of  Nursing  Home  Residents, 
by  Age  of  Resident  and  Year 


Nursing  Homg  Hgpdentt  (Mi»>ont) 


1M0 


2000 


2010 


2020 


2010 


2040 


20S0 


SOURCE-    Congrctiional  tudgct  Otfk*  cakulattons  b««d  on  middk  %ttm  proj«ctK)ns  m  lurc«u  of 
th«  C«ntui,  Current  Population  Reports.  s«ri«(  p.25.  no.  10 II  (January  19W) 

NOTE      Th«  calcuUtiont  a&sume  that  age-sp^rfk  r«t«  of  us«  of  numr»g  home  beds  will  remain  at 
l9IStcvcK. 


ISSUES  

Long-term  care  policy  might  have  several  goals.  It  could  aim  to: 

o      Ensure  that  services  are  available,  whether  or  not  the  people 
needing  them  can  pay  for  them; 

o      Ensure  that  these  ser/ices  are  of  satisfactory  quality; 

o      Protect  individuals  needing  services  against  their  potentially 
catastrophic  costs;  and 
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o      Avoid  unnecessary  federal  outlays  and  contain  their  aggre* 
gate  level. 

People  disagree,  however,  about  the  priority  of  these  goals  relative  to 
other  urgent  fiscal  concerns-not  the  least  of  which  is  reducing  the 
federal  deficit-and  relative  to  one  another.  What  weight,  for  example, 
should  be  given  to  the  goal  of  providing  financial  protection  against 
LTC  costs?  The  Medicaid  program  is  designed  to  address  the  goal  of 
making  LTC  services  available,  but  generally  provides  little  protection 
for  people's  own  resources  because  they  remain  ineligible  until  they 
have  spent  all  but  defined  amounts  of  their  resources  on  care. 


Issues  Relating  to  Financial  Protection  for  Individuals 

Policymakers  who  wished  to  extend  financial  protection  against  the 
catastrophic  costs  of  LTC  would  need  to  make  four  sets  of  choices  in  de- 
signing policies  to  do  so.  These  choices  concern  the  mechanism  for  pro- 
viding financial  protection,  the  range  of  services  to  be  covered,  the 
specific  groups  to  be  targeted  for  public  assistance,  and  the  division  of 
responsibility  between  the  public  and  private  sectors  and  among  the 
levels  of  government. 

Selecting  a  Mechanism  for  Providing  Financial  Protection.  The  first 
choice  would  be  to  decide  among  alternative  methods  for  providing 
protection  against  the  high  costs  of  LTC.  Possible  mechanisms  include 
encouraging  greater  personal  saving,  esUblishing  risk-pooling  ar- 
rangements, providing  subsidies  that  would  be  related  to  people's  re- 
sources, or  combining  these  strategies. 

o  Incentives  to  save  are  intended  to  augment  personal  re- 
sources and  so  to  promote  self-sufficiency  in  purchasing 
needed  LTC  services.  These  incentives,  though,  appear  more 
likely  to  increase  the  net  cost  of  LTC  to  the  public  sector  than 
to  reduce  it. 

o  Risk-pooling  arrangements  would  involve  generally  avail- 
able insurance  or  prepaid  care  mechanisms  through  which 
nonusers  and  users  of  services  at  all  income  and  asset  levels 
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could  share  the  financia!  risks  associated  with  LTC  use.  Un- 
regulated private  markets  for  LTC  insurance,  however,  ap- 
pear subject  to  market  failure  in  ways  that  result  in  too  little 
coverage. 

o  Resource-related  subsidies,  if  used  alone,  would  make  LTC 
services  available  at  subsidized  prices  for  people  with  limited 
resources.  A  policy  on  user  charges  would  specify  how  price 
subsidies  woi  M  relate  to  the  number  of  services  used,  the 
cost  of  each  service,  and  the  individual's  level  of  privately 
available  resources.  The  subsidies,  however,  would  normally 
be  financed  by  taxpayers. 

o  These  three  strategies  could  also  be  combined  in  various 
ways.  In  particular,  combining  risk-pooling  arrangements 
with  resource-related  subsidies  would  create  the  option  of 
subsidizing  the  participation  of  low-income  people  in  any 
risk-pooling  arrangements  established  for  LTC.  Subsidies 
for  risk-pooling  arrangements  would  also  be  borne  by  tax- 
payers. 

Selecting  the  Services  to  be  Covered.  The  second  choice  relates  to  the 
range  of  services  for  which  flnancial  protection  would  be  offered.  At 
issue  are  questions  of  balance  within  the  overall  mix  of  LTC  services: 
balance  between  residential  and  nonresidential  forms  of  care-for  ex- 
ample, whether  financial  protection  would  be  provided  against  the 
costs  of  all  LTC  services,  or  only  nursing  home  care;  balance  within 
residential  forms  of  care  among  nursing  homes  and  other  types  of 
facilities  that  offer  supportive  or  therapeutic  care  in  a  less  restrictive 
setting;  and  balance  within  nonresidential  forms  of  care  among  vari- 
ous in-home  and  community-based  services. 

Concerning  the  balance  between  residential  and  nonresidential 
forms  of  care,  the  critical  policy  question  is  the  extent  to  which  society 
is  prepared  to  offer  financial  protection  against  the  costs  of  H&CB  care 
that  may  increase  the  quality  of  life  for  frail  and  functionally  de- 
pendent people  and  their  unpaid  caregivers.  This  question  is  crucial 
because  the  evidence  suggests  that  expanding  conventional  H&CB 
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programs  would  not  reduce  aggregate  public  LTC  expenditures  and 
could  increase  them  considerably. 

Targeting  Assistance.  The  third  choice  concerns  the  specific  groups 
toward  whom  public  funds  would  be  targeted  if  limitations  on  funding 
made  such  targeting  the  preferred  approach.  The  possible  criteria  for 
defining  target  groups  include  age,  duration  of  the  need  for  services, 
the  level  of  functional  limitations,  and  the  level  of  private  resources 
available  to  LTC  recipients  or  their  families. 

Assigning  Responsibilities  Within  the  LTC  System.  The  fourth  choice 
concerns  how  to  divide  responsibility  within  the  LTC  system  among 
the  private  sector,  state  and  local  governments,  and  the  federal  gov- 
ernment. Relevant  areas  of  responsibility  include  determining  the  fea- 
tures of  the  LTC  system,  administering  the  system,  and  financing  the 
paid  care  that  is  provided. 


Issues  Relating  to  Total  and  Federal  Costs 

Virtually  any  LTC  policy  changes  that  would  reduce  financial  vul- 
nerability could  be  expected  to  increase  total  expenditures  for  LTC 
They  could  also  be  expected  to  increase  either  federal  outlays  for  LTC 
or  the  federal  revenue  losses  associated  with  tax  preferences  for  p»-i. 
vate  LTC  expenditures. 

Policy  changes  to  improve  financial  protection  under  voluntary  ar- 
rangements would  need  either  to  increase  the  private  resources  avail- 
able to  purchase  LTC  services  or  to  reduce  the  out-of-pocket  cost  of 
using  services  (which  is  the  effective  price  of  these  services).  Measures 
that  would  increase  private  resources-for  example,  tax  incentives  for 
private  saving  dedicated  to  LTC  services-would  probably  reduce  fed- 
eral revenue  by  more  than  they  would  reduce  Medicaid  outlays.  Mea- 
sures that  would  reduce  the  out-of-pocket  cost  of  using  services  would 
lead  people  to  change-and  in  many  cases  to  raise-the  amounts,  kinds, 
and  quality  of  services  they  used  in  ways  that  would  increase  overall 
costs. 
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Increased  private  resources  and  lower  effective  prices  for  services 
would  each  increase  use.  If  the  supply  of  LTC  services  expanded  less 
quickly,  at  least  in  the  short  run,  then  their  prices  would  rise  as  well. 
Both  effects  would  directly  increase  total  costs  and  governmental  costs. 
In  addition,  there  could  be  indirect  effects  on  costs.  Attitudes  toward 
the  acceptability  of  paid  LTC  services  might  change,  further  increas- 
ing their  use  and  cost,  although  the  magnitude  of  these  behavioral 
changes  is  unpredictable.  Moreover,  if  accepted  standards  of  care  also 
rose.  Medicaid  would  be  expected  to  meet  them,  thereby  indirectly  in- 
creasing federal  and  state  expenditures. 

Proposals  to  improve  financial  protection  need  not  expand  the 
relative  role  of  the  federal  government,  however,  although  the  ab- 
solute level  of  federal  outlays  or  revenue  losses  would  probably  rise. 
For  example,  the  federal  government  could  continue  to  share  program 
costs  >vith  the  states  in  the  same  proportions  as  at  present. 

Historically,  it  appears  that  most  growth  in  Medicaid's  real  spend- 
ing on  nursing  home  care  has  reflected  growth  in  the  number  of  days  of 
nursing  home  care  for  which  Medicaid  paid  rather  than  real  growth  in 
the  cost  of  a  day  of  care.  In  turn,  growth  in  the  number  of  nursing 
home  days  of  care  for  which  Medicaid  paid  appears  to  have  resulted 
more  from  growth  in  days  of  care  per  recipient  than  from  growth  in  the 
number  of  recipients. 


OPTIONS 


Two  broad  approaches  to  modifying  the  LTC  system  are  possible.  One 
approach  would  retain  both  the  current  division  of  responsibility  for 
LTC  and  Medicaid's  basic  character  as  an  income-tested  and  asset- 
tested  program.  It  would  address  specific  problems  in  the  design  of  the 
Medicaid  program  through  changes  that  could  be  implemented  incre- 
menUlly,  depending  on  priorities  and  the  availability  of  funds.  The 
other  broad  approach  would  more  fundamcnUUy  restructure  the  sys- 
tems for  financing  and  delivering  long-term  care.  In  the  process,  it 
would  substantially  modify  the  division  of  responsibility  for  that  care. 
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Numerous  options  are  available  under  each  approach.  The  Sum- 
mary Box  classifies  many  of  these  options  by  the  extent  and  type  of 
changes  they  would  make  in  responsibilities  within  the  LTC  system. 


Incremental  Options 

Five  illustrative  options  for  changes  in  Medicaid  would  address  vari- 
ous goals  of  LTC  policy.  Two  of  the  options  would  increase  both  the 
availability  of  services  and  financial  protection  against  their  costs  by 
establishing  medically  needy  programs  in  all  states  and  by  broadening 
the  availability  of  H&CB  services  for  severely  dependent  people.  Two 
additional  options  are  designed  to  help  conUin  net  public  outlays  for 
LTC.  One  would  tighten  estate-recovery  processes.  The  other  would 
incorporate  two  approaches,  whose  effectiveness  in  containing  pro- 
gram costs  has  been  asserted  but  remains  unproven.  This  option  would 
regulate  growth  in  the  number  of  nursing  home  beds  eligible  for  fed- 
eral funding  and  extend  the  requirement  for  preadmission  screening  to 
a  wider  group  of  nursing  home  applicants.  The  remaining  option  could 
make  a  modest  contribution  to  enhancing  the  quality  of  life  for  resi- 
dents in  nursing  homes  by  raising  and  indexing  the  personal  needs 
allowance,  which  enables  Medicaid-eligible  nursing  home  residents  to 
make  limited  personal  purchases. 

Overall,  these  illustrative  options  could  provide  increased  finan- 
cial protection  for  a  broader  range  of  services,  could  make  this  pro- 
tection more  uniform  across  the  states,  and  might  increase  the  quality 
of  life  for  some  people  needing  LTC  services.  They  would  do  so,  how- 
ever, at  additional  cost  to  taxpayers,  and  they  would  in  some  respects 
restrict  the  freedom  of  states  to  experiment  and  to  determine  the  scope 
and  structure  of  Medicaid  in  light  of  local  conditions  and  values.  They 
would  also  include  features  designed  to  contain  costs  that  might  prove 
ineffective  or  inimical  to  promoting  both  access  and  quality. 


4?a 


422 


xwia  POUCY  CHOICES  FOR  LONG-TERM  CARE  jumt  Iftl 


SUMMARY  BOX 
Illustrative  Policy  Options  for  Loog-Term  Care 

Implement  IncremenUl  Changes  Within  Medicaid 

0     Mandate  medicaily  needy  programs  for  LTC  services. 

0     Expand  the  availability  of  home-  and  community-based  services  for  severe- 
ly dependent  people. 

0     Tighten  estate  ^recovery  processes  and  rules. 

o     Mandate  state  regulation  of  growth  in  the  number  of  nursing  home  beds  and 
preadmission  screening  for  additional  nursing  home  applicants 

0     Raise  and  index  the  personal  needs  allowance . 


Expand  Role  of  Private  Sector 

o  Introduce  a  refundable  income  tax  credit  for  expenditures  on  private  LTC 
insurance 

0  Re<)uire  employers  to  arrange  community-rated  group  LTC  insurance  cov- 
erage for  employees  and  their  family  members  and  require  employees  to 
purchase  it.  possibly  with  a  subsidy  from  emp'-'vers  or  taxpayers. 

o  Change  the  tax  treatment  of  retirement  income  and  insurance  plans  to 
faciliutc  combined  insurance  against  the  needs  for  retirement  income.  LTC. 
and  income  for  survivors. 


Expand  Role  of  State  Governments 

o  Replace  current  federal  LTC  expenditures  with  an  indexed  block  grant  and 
transfer  most  policy  and  administrative  responsibility  for  LTC  to  the  states 

o  Replace  current  federal  LTC  expenditures  with  a  block  grant  designed  to 
grow  in  real  terms  and  to  help  Ti  nance  a  state  ^administered  system  of  case- 
managed  care  that  would  satisfy  federal  guidelines. 


Expand  Role  of  Federal  Government 

0     Establish  social  insurance  ofTermg  comprehensive  coverage 

0     Establish  social  insurance  covering  an  initial  period  of  care  (**front  end"t 

0     Establish  social  insurance  covering  care  after  an  initial  period  ("back  end"> 

0     Establish  social  insurance  covering  people  with  a^set:*  below  the  median 
level. 

0     Establish  social  insurance  covering  nursing  home  care  only 
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Options  that  Would  Substantially  Modify  the  Division 
of  Responsibility  for  Long-^.  erm  Care 

Options  that  would  more  fundamentally  restructure  the  financing  and 
delivery  of  LTC  can  be  grouped  into  three  strategies.  In  essence,  these 
strategies  would  expand  the  roles  of  the  private  sector,  of  the  states, 
and  of  the  federal  government,  respectively. 

Expand  the  Role  of  the  Private  Sector.  One  strategy  would  provide 
public  subsidies  or  regulatory  support  for  participation  in  LTC  fi- 
nancing arrangements  that  are  under  private  auspices.  This  strategy 
would  make  greater  use  of  the  private  sector-in  providing  or  chan- 
neling funds  to  pay  for  services  supplied  by  private  organizations-but 
it  would  not  necessarily  reduce  taxpayers'  costs  and  could  increase 
them.  It  could  include  subsidizing  either  private  LTC  insurance  or  pri- 
vate saving  for  LTC,  while  retaining  a  residual  welfare  program  for 
people  unable  to  secure  needed  care  because  they  were  poor  or  were  de- 
nied insurance  coverage  on  health  grounds. 

A  refundable  income  tax  credit  for  private  LTC  insurance,  for  ex- 
ample, would  represent  a  flexible  policy  option  that  could  substantially 
increase  financial  protection  for  those  purchasing  coverage  and  that 
might  appreciably  reduce  Medicaid  costs  in  the  long  run,  although  not 
necessarily  by  more  than  it  would  reduce  tax  revenues.  Subsidizing 
private  insurance  for  individuals,  however,  would  not  assist  people 
with  preexisting  conditions  that  imply  a  current  or  future  need  for 
LTC,  and  it  could  require  considerable  regulation  of  the  LTC  insurance 
industry  (which  has  yet  to  demonstrate  either  long-term  commercial 
viability  or  large-scak  consumer  appeal).  Moreover,  the  level  of  public 
subsidies-and  hence  of  public  expenditures-that  would  be  required  to 
achieve  widespread  insurance  coverage  under  the  option  would  almost 
certainly  be  large  but  cannot  be  quantified  precisely. 

Another  option  would  require  employers  to  arrange  coverage  for 
most  employees  and  their  family  members  under  a  community-rated, 
group  LTC  insurance  policy  with  a  standard  package  of  vested,  pre- 
funded,  indexed  benefits  that  could  be  preserved  by  people  leaving  em- 
ployment. Employees  could  be  required  to  pay  premiums  from  after- 
tax income  with  no  public  subsidy,  or  employees*  premium  payments 
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could  qualify  for  a  refundable  income  tax  credit  as  in  the  previous 
option,  or  any  employer  contributions  could  receive  a  degree  of  tax 
preference  similar  to  that  for  employer  pension  contributions.  This 
option  could  progressively  establish  widespread  LTC  insurance  cov* 
erage.  Because  premiums  would  be  community-rated,  no  one  could  be 
denied  coverage  because  of  preexisting  conditions.  Coverage  would  be 
achieved,  however,  by  compelling  LTC  insurers  to  offer  such  coverage, 
employers  to  sponsor  it,  and  employees  to  purchase  it.  Also,  the  federal 
government  might  in  practice  become  the  reinsurer  of  last  resort, 
assuming  ultimate  financial  liability  if  the  insurance  arrangements 
collapsed. 

The  illustrative  option  to  promote  saving  for  LTC,  which  can  also 
be  thought  of  as  self-insurance,  would  make  it  easier  for  people  to 
accumulate  contingent  assets  (those  that  become  available  to  their 
owners  in  defined  circumstances).  The  option  would  change  the  tax 
treatment  of  retirement  mcome  and  insurance  plans  to  permit  com- 
bined insurance  against  the  needs  for  retirement  income,  LTC,  and 
income  for  survivors.  It  would  thus  integrate  private  saving  for  LTC 
with  the  broader  system  of  private  saving  for  retirement  income  sup- 
port. Cash  beneOts  in  the  integrated  system  would  then  reflect 
health-induced  variations  in  financial  need  among  retirees.  Providing 
benefits  in  cash,  however,  might  lead  to  increased  demand,  more  rapid 
growth  in  LTC  prices,  and  cash  payment  for  care  that  is  currently  un- 
paid. Moreover,  information  on  which  to  base  the  levels  of  benefits  and 
premiums  in  an  integrated  system  is  quite  limited. 

Expand  the  Role  of  the  States.  A  second  strategy  would  involve 
providing  LTC  block  grants  to  the  states  in  place  of  current  federal 
LTC  funding  under  Medicaid,  Medicare,  and  portions  of  the  Older 
Americans  Act  and  the  Social  Services  Block  Grant.  To  qualify  for  the 
grants,  state  LTC  programs  would  need  to  satisfy  certain  federal  con- 
ditions. This  option  is  compatible  with  a  broad  range  of  levels  of  fed- 
eral financial  commitment  and  policy  responsibility  for  LTC.  Federal 
funding  under  this  option  could  vary  from  its  present  level,  indexed 
only  for  inflation,  to  levels  determined  by  a  formula  that  could  reflect 
the  age  structure  of  a  state's  population-for  example,  by  incorporating 
progressively  higher  capitation  rates  for  successively  older  cohorts-as 
well  as  the  state's  average  per  capita  income.  Similarly,  conditions  of 
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the  grant  could  vary  from  a  mere  requirement  that  states  maintain 
their  current  inflation-adjusted  funding  levels  for  LTC  to  extensive 
provisions  that  would  specify  the  minimum  scope  of  coverage  or  re- 
quirements for  LTC  delivery  systems. 

This  strategy  would  impose  a  predictable  ceiling  on  federal  outlays 
for  LTC  and  would  permit  real  growth  in  these  outlays  to  be  contained 
as  desired.  Some  options  under  this  strategy  could  dramatically  lower 
federal  costs  compared  with  current  law,  but  in  doing  so  they  would 
either  transfer  these  costs  to  the  states  at  a  time  when  the  population 
requiring  LTC  is  expected  to  balloon  or  increase  the  costs  being  borne 
by  those  using  LTC  services  and  their  families.  Other  options  that 
involved  higher  levels  of  federal  funding  would  enable  the  federal 
government  to  limit  its  outlays  but  retain  significant  influence  over 
LTC  policy.  States  might  fear,  however,  that  the  federal  financial  com- 
mitment would  be  reduced  after  they  had  accepted  greater  financial, 
policy,  and  administrative  responsibility  for  future  systems  of  LTC. 

Expand  the  Role  of  the  Federal  Government.  A  third  strategy  would 
involve  a  new  social  insurance  program  that  would  provide  a  legis- 
latively based  entitlement  to  defined  LTC  services  for  individuals  as- 
sessed as  having  specified  functional  limitations.  The  most  compre- 
hensive option  under  this  strategy  would  provide  a  full  range  of  needed 
services  to  all  people  qualifying  for  the  entitlement.  Other  options 
would  adopt  differing  criteria  to  limit  the  scope  of  coverage  and  thus 
the  implied  increase  in  federal  LTC  costs.  These  criteria  could  limit 
coverage  based  on  the  duration  of  care  (for  example,  covering  only  the 
"front  end"  or  "back  end"  of  care),  the  asset  level  of  the  care  recipient 
(for  example,  covering  only  people  with  assets  below  the  median  level), 
or  the  type  of  care  required  (for  example,  covering  only  nursing  home 
care). 

By  creating  a  new  social  insurance  program,  this  strategy  would 
spread  the  financial  risks  associated  with  the  use  of  covered  LTC 
across  the  whole  population  and  would  thereby  provide  a  high  degree 
of  financial  protection  against  the  costs  of  this  care.  This  approach 
would  integrate  not  only  the  financing  of  LTC,  but  possibly  also  its 
delivery,  and  would  provide  all  ehgible  people  throughout  the  country 
with  a  similar  opportunity  to  receive  needed  care. 
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The  major  drawback  is  that  toUl  federal  LTC  outlays  would  be 
much  higher  than  under  current  law:  more  people  needing  LTC  would 
qualify  for  assistance;  a  larger  share  of  the  services  they  received 
would  be  federally  financed;  people  would  seek  more  services  than  if 
they  were  paying  fully  for  the  care  themselves;  and  the  increase  in 
demand  could  raise  the  unit  price  of  LTC  services.  Moreover,  assess- 
ment processes  that  were  developed  for  research  and  clinical  purposes, 
rather  than  as  administrative  criteria  for  determining  an  entitlement 
to  benefits,  would  have  a  primary  role  in  determining  not  only  each 
individual's  entitlement  but  also  total  spending  on  the  program. 
People  needing  costly  LTC  services  might  characterize  their  problems 
more  seriously  to  assessors  who  controlled  access  to  the  desired  ser* 
vices.  As  a  result,  the  number  of  people  assessed  as  eligible  for  services 
under  the  entitlement  could  increase  to  an  unknown  degree.  Conse- 
quently, public-sector  costs  under  this  strategy-especially  for  H&CB 
care-*would  not  only  be  high  but  would  also  be  subject  to  significant 
uncertainty. 
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This  bibliography  providet  citations  to  assist  hic^  school  debaters  with  research  on 
the  1993-1994  hi^  school  debate  topic  on  National  health  care.  This  bibliography  ii  divided 
into  four  major  sections,  representing  the  general  debate  topic  and  the  three  specific 
resolutions.  Each  citation  is  listed  only  once.  Therefore,  debaters  are  encouraged  to  scan 
related  sections  because  of  the  interrelatedness  of  this  topic. 

Monographs,  journal  and  magazine  articles,  congressional  publications,  and  reports 
from  1989  to  the  present  are  included.  The  majority  of  the  citations  were  obtained  from  the 
computerized  bibliographic  database  created  and  maintained  by  the  Congressional  Research 
Service's  Library  Services  Division.  Other  materials  were  selected  from  the  collections  of  the 
Library  of  CongreM  and  the  Congressional  Research  Service. 

The  General  section  addresses  the  problem  of  access  to  health  care.  It  also  treats  the 
different  population  groups  involved  before  considering  policy  alternatives.  The  second  section 
includes  material  on  the  uninsured,  national  health  insurance,  comparative  and  foreign  health 
systems,  and  proposals  to  improve  access  to  health  insurance.  The  third  section  focuses  on  the 
rise  of  health  care  costs  and  what  should  be  done  to  control  costs  in  the  future.  The  final 
section  includes  material  on  catastrophic  illnesses,  Medicare's  Catastrophic  Health  Insurance 
Act  of  198S,  and  long-term  care.  The  last  section  contains  earlier  materials  dating  back  to  the 
early  1980s,  when  catastrophic  coverage  was  of  mtgor  concern. 

This  bibliography  is  not  intended  to  serve  as  a  comprehensive  list  of  all  resources  in 
the  field  of  health  care.  It  is  an  introduction  to  materials  available  on  the  debate  topic.  Many 
of  the  items  included  in  this  bibliography  contain  footnotes  or  their  own  bibliographies;  these 
can  be  effective  tools  for  finding  supplementary  material. 

More  information  on  all  of  these  subjects  can  be  obtained  through  further  library 
research.  A  CRS  prepared  research  guide  follows  the  bibliography,  with  basic  information  for 
Hnding  additional  material. 

The  author  wishes  to  thank  her  colleagues  in  the  Congressional  Research  Service  for 
their  help  in  the  preparation  of  this  bibliography.  Thanks  are  also  extended  to  Edith  Sutterlin, 
Library  Services  Division;  Nonna  A.  Note,  Economics  Division;  Fran  Larkins,  Congressional 
Reference  Division;  and  Janet  L.  Kline,  Section  Head,  and  analysts  EJdward  R.  Klebe,  Beth  C. 
Fuchs,  Mark  Merlis,  Jennifer  O'Sullivan,  and  Richard  Price,  Health  Section,  Education  and 
Public  Welfare  Division,  for  their  review  of  this  product.  Allison  Level,  Science  Reference 
librarian.  Library  of  Congress,  also  provided  valuable  assistance. 
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NATIONAL  HEALTH  CARE:  HOW  CAN  THE  FEDERAL  GOVERNMENT  INCREASE 
ACCESS  TO  HEALTH  CARE  TO  XJNITED  STATES  CITIZENS? 


L  GENERAL 

Aaron,  Henzy  J. 

Looking  backward:  2001-1991:  tb«  hiatory  of  tb«  HmJUi  Care  Financing  and  Rafonn 
Act  of  1988.  Brookingi  review,    9,  tummer  1991:  40-45. 

"The  start  of  the  new  millennium  U  an  appropriate  tima  to  look  back  at  the 
enactment  of  ona  of  the  twentieth  centuxy'a  moat  important  piecaa  of  social  lepslation, 
the  Health  Care  Financing  and  Reform  Act  of  1988.  This  sUtute,  which  will  ahape 
\J3.  health  care  policy  for  much  of  tha  21st  century,  promiaaa  to  achieve  two' 
long-aoug^t  but  elusive  goals-aaauring  access  to  health  care  for  all  Americana  and 
controlling  explosively  rising  health  care  cost.' 


A  prescription  for  health  care.  In  Setting  national  priorities:  policy  for  the  nineties. 
Heniy  J.  Aaron,  editor.  Washington,  Brookings  Institution,  1990.  p.  249-291. 

Recommends  a  health  financing  program  for  the  nineties.  *To  achieve  universal 
coverage,  the  federal  government  would  first  mandate  coverage  for  workers  with 
significant  attachment  to  the  labor  force  and  for  their  immediate  families  ....  Second, 
a  backup  plan  providing  the  same  benefits  required  of  employer-sponsored  plans  would 
be  provided  for  all  those  not  covered  at  work.  This  plan  would  cover  the  elderly  and 

disabled  who  are  currently  covered  by  medicare  Third,  the  burden  of  controlling 

costs  would  rest  with  regional,  state,  or  local  organizations  ('finance  agents')  charged 
with  negotiating  physicians*  fees  and  hospital  budgets  for  all  payers,  private  as  well  as 
public' 

Access  to  medical  care  for  Black  and  White  Americans.  JAMA  [Journal  of  ths  American 
Medical  Associstion],  v.  261,  Jan.  13, 1989:  278-281. 

'A  1986  national  survey  of  use  of  health  services  shows  a  significant  deficit  in 
access  to  health  care  among  black  compared  with  white  Americans.  This  gap  was 
experienced  by  all  income  levels  of  black  Americans.  In  addition,  the  study  points  to 
significant  underuse  by  blacks  of  needed  medical  care.  Moreover,  blacks  compared  with 
whites  are  less  likely  to  be  satisfied  with  the  qtialitative  ways  their  physicians  treat 
them  when  they  are  ill,  more  dissatisfied  with  the  care  they  receive  when  hospitalized, 
and  more  likely  to  believe  that  the  duration  of  their  hospitalization  is  too  short." 

Access  to  prenatal  care  following  mi^or  Medicaid  eligibility  expansions.  JAMA  (Journal  of 
the  American  Medical  Association],  v.  269,  Mar.  10, 1993: 1286-1289. 

Found  that  lack  of  private  insurance  was  a  strong  risk  for  no  (prenatal]  care.' 
Financial  barriers  proved  difTicult  for  medical  patients  as  well  as  the  uninsured,  and 
often  resulted  in  delayed  initiation  of  prenatal  care,  even  when  it  was  availabls. 

Aday,  Lu  Ann. 

At  risk  in  America:  the  health  and  health  care  needs  of  vulnerable  populations  in  the 
United  SUtes.  San  Francisco,  Jossey-Bass  Publishsrs,  1993.  iTht  Jossey-Bass  health 
series) 

This  book  will  be  available  later  in  1993. 

Adolescent  health.  Washington,  Office  of  Technology  Assessment,  for  sale  by  the  Supt.  of 
Docs.,  GP.O.,  1991.  3  v.  (188,  762, 303  p.) 

Contents.-Vol.  I:  Summary  and  polity  options.-Vol.  U:  Background  and  the 
effectiveness  of  selected  prevention  and  treatment  services.-Vol.  Ill:  Ooascutting 
iaauss  in  the  delivery  of  health  and  related  services. 

AHCPR  purpose  and  programs.  Washington,  U.S.  Public  Health  Service,  1990.  14  p. 

The  purpose  of  the  Agency  for  Health  Care  Policy  and  Research  (AHCPR)  is  to 
enhance  the  quality,  appropriateness,  and  effectiveness  of  health  care  services  and  to 
improve  access  to  that  care.  Created  in  December  1969,  AHCPR  is  the  Federal 
Grovertmient's  focal  point  for  medical  sfTsctiveDeas  and  health  services  research.' 

American  health  policy:  critical  issues  for  reform.  Edited  by  Robert  B.  Helms.  Washington, 
AEI  Press,  publisher  for  the  American  Enterprise  Institute,  1992. 
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AvMrkao  litdie*!  AModatioa. 

Hi>hh«eeM>Aiawfk«:thtAMAptontowtomAia^  Swood 

■SiMt  ■tMKwmonf  Htdth  Aeemm  Aamtkm,  w  \mf  mdMty  imutmi  ont  pton 
with  tfa«  guiw  iimt,  othtr  b— Hh  cw  orginiMrtnoi  nd  intwit^ia  frwq^  M>d 
iiymMiHilim  of  Idbor,  b^iiintM,  n<     iaiur>nw  iaAntiy^  In  VMpooM  to  tfat 
OAtioiMl  tfakfia*,  «•  1m  ModUM  our  pl«tt  to  iaeof^^ 
Tbk  Moood  odHioo  of  Hodtb  AeeoM  AMkft  iDeocpoc^  cfaM^ 
Uotoaiaf  tooBtidMofththootehitfarmdobtti.' 

AmwieAnlMiMlAMOctotka.  CouocU  oo  Etfakd  «Dd  Judidal  Afbux*. 

BlJidC'Whito dkpMritMt in hiolth CM*.  JAUAVounuIortfat AMieanllodktf 
AMOdsttool,         Ifi^    1990: 2344-23a. 

TwjiotMif.  and  lomotiiaot  niHtontio^  iHffrrrm  it^Trn  to  oodat  in  tfao  <{U«Utjr 

oThMlthMMt^AMkaM.  BlMla  bcvo  hi|M  in£uit  mortditf  x«tot  and  •bortv  lif^ 
•xpoetandoi  than  wliitoo.  Undarlyinf  tfatditpantMointfaaquiailyorhaalthamooff 
AaMckaDo  ara  difliwtaeaa  in  both  noad  and  icem* 

AnMriea'abaaltbemwfaidiroadtorarorm?  Yala  Uw  *  poUgr  rariaw,  t.  10,  no.  2, 1992: 
206-4ft7. 

Partial  eocitanU.~Introduetion,  by  San.  Harria  WoCrocd.-Makinf  Mnaa  of  tha 
natiooal  haalth  inwnnea  ralbrai  dibat*,  by  TbMdoc*  Marmor  and  Ificfaaol  Barr.- 
Evaluatinc  tha  eoit  of  haahfa<aia  rafoctt  pbna.-Tba  Canadian  boahh^ar*  finandng 
and  daUv«c7  i9«tatt.--HawaU  and  UMHKfauHtta:  laara  Ihm  tha  Statat^ 
Dukakifl.-Li<bt  oo  tha  black  bos  of  bMie  hMlth  em:  Or*flon*a  eoDtrtbutioo  to  tha 
national  mortoMnt  toward  unirtcatl  haalth  tnauranea.-IiBpctmnf  tht  quaUty  of 
madical  cara.-'GTannx  dinnpinff  tht  hoapittl*a  duty  of  cara  to  patianti  who  hava 
nowfaat*  to  fo. 

Annia,  Edward  B. 

Coda  blua:  hMlth  cara  in  criaia.  Waahinftoa,  RtCMty  GatawiQr,  1993. 
ThiB  book  wiU  ba  availabte  latar  in  1999. 

p^Uni.;.^^  icriM,  rniti.  init  rnlitiri  thr  ftinTTirrn  — ri*-^     u^t^u      —  — —  John 
Holahan,  at  aL  Woahinctoo,  Urban  InMituta  Praat;  Lanham,  UD,  Dittributad  by 
UnivanityPrMiofAmMrim.1991.  79  p.  (Urban  InMituta  raport,  0697-7399:  914) 

BoTfthold,  linda. 

Purd^aiinc  powar  in  hoalth:  buainaoa,  tht  atata,  and  hoalth  cara  poUtiet.  Naw 
Brunawick,  HutfHa  Univaraity  Pratt,  1990.  213  p. 

Barwick*  Donald  IL  Qodfrty,  A.  Blanton.  Bottontr,  Jana. 

Curinf  haalth  eara:  ntw  ttrmttfiit  for  quality  imprortment:  a  rtport  on  tha  National 
Damonatratiop  Projaet  on  Quality  Imptuftmant  in  Haalth  Cara.  San  Frandaeo, 
Jottty-Batt,  1990.  287  p.  (tht  Joatoy^Baa  btalth  ttriat) 

Biahiijian«  Tatty. 

Rural  haahh  cara  in  tha  1990b:  dtcadt  of  daeiaion  and  cbangi.  Appaladiia,  t.  22, 
apffing  1909: 31.^7. 

Addrattta  tht  diallancat  {acinf  Appalachian  htalth  cart  in  tha  naar  ftitura:  eoata, 
conpatitivtntaa,  aeeaaaibility,  affordabla  inauranca,  akillad  madical  profaaaionala,  and 
fMfraphical  baniatt. 

Blackabaara,  EdwanL  Craft-Blackabaart,  Uatm 


Datroit.lficfa..  PC  Print  Pub.,  1990.  82p. 

BodanbaiMT,  llioaaa. 

Tht  wiy  to  faal  haalth  aacurity:  public  or  privato?  Natkm,  t.  263,  Dae.  It,  1991:  772, 
774-779, 

*How  do  wa  aoba  tht  two>pM  btalth  crWt,  tht  critia  of  Motaf  and  tht  cfWa  of 
eoat?  Our  nation  Butt  eboooa  batwaan ...  tht  *p(iTato  inauranea  rafocm  parkafi*  and 

tht  nMalth  aacurity  approach*  Do  wajointhtrtatofthtciviliatd  wacidand 

pto^ida  haahh  aaryiaaa  to  am  jona  at  a  eoat  wa  all  can  aflfard,  utiliring  tha  wall- 
unninliid  priadpta  of  unimaal  public  inauranea?* 


Tha  Black  bnibr:  impact  of ' 


*haaltheara.  Editad by Baginald lieOfaaa, Jr. 


432 


Brook*,  Dunido  D.  Smith,  David  R  Andcnoo,  Rod  J. 

U*die«l  aputbeid:  an  American  ptnpective.  JAMA  [Journal  of  the  American  Medical 
Aatodation],  y.  266,  Nov.  10,  1991:  2746-2749, 

ObaarvM  "functional  apartheid'  in  medical  care  and  medical  economics  in  the 
United  Statee,  resulting  in  s  poorer  health  vUtue  and  hi|^r  mortality  rate  for 
American  minorities.  Notes  difTsrsoces  and  similarities  with  problems  in  the  South 
African  health  ears  system. 

Budetti,  PsUr  P. 

Achiewjg  a  uniform  Federal  primary  care  policy:  opportunities  preeented  by  national 
health  reform.  JAMA  [Joiumal  of  the  American  Medical  AModation].  v.  369.  Jan.  27 
1993:  498-601. 

Urgee  "explicit  consideration*  be  given  to  developing  s  coherent  primary  care 
policy.  Identifies  obstaclee  within  four  caUgoriee:  education  and  training,  physician 
payment,  the  esrvice  deliveiy  system,  and  reeearch. 

Burgess,  James  F.,  Jr.  Sufos,  Theodore. 

Federal  proviiion  of  health  care:  creating  access  for  the  underinsured.  Journal  of 
health  care  for  the  poor  and  underserved,  v.  1,  spring  1991:  364-387. 

The  federal  health  care  system  for  veterans  is  used  as  a  model  for  exploring 
problem*  that  must  be  solved  in  s  universal  access  plan.  The  discussion  focuses  on  the 
effecU  of  competition  for  patients  and  health  care  reeourcee  on  cosU,  innovation, 
regulation,  and  quality.' 

Burke,  Mazybeth. 

Comprehensive  vs.  incremental  reform:  the  debate  intensifies.  Hospitals  v.  66  Mar 
20,  1992: 38, 40, 42.  k      .        ,  m«r. 

•President  Bush's  entry  last  month  into  the  health  care  reform  fray  with  his  own 
reform  proposal  has  omcially  triggered  a  partisan  call  to  arms.  It  has  also  intensified 
the  current  debate  over  whether  the  U.S.  health  care  system  requires  incremental  or 
comprehensive  reform.' 

Business  leaders*  views  on  American  health  care.  Health  affairs,  v.  10,  spring  1991:  98-106. 
"This  survey  of  384  top  executives  of  the  nation's  largest  companies-employing 
Un  million  individuals-reveals  s  nascent  political  will  among  business  leaders  to 
proceed  with  m^r  changes  in  the  health  care  system.  Pressure  from  rising  costs  of 
providing  health  care  coverage  to  their  workers  may  be  the  single  most  important 
factor  stimulating  executives*  current  hi^  level  of  interest  in  system  reform.' 

Butler,  Charles  F.  Addicott,  James  W. 

Dignity  or  despair:  health  care  in  the  United  States.  San  Jose,  CaUf.,  Financial  Arena. 
1989.  202  p.  ^ 

Butler,  Stuart. 

Freeing  health  care.  National  review,  v.  41,  Dec.  22,  1989:  34-36. 

'Conservative*  should  not  deny  the  goal  of  access  to  affordable  health  care,  as 
they  have  done  in  the  past.  Instead,  they  should  argue  that  only  by  changing  direction 
completely,  introducing  a  real  market  in  health  care  rather  than  trying  to  suppress  all 
vestiges  of  pricing  and  competition,  will  Americans  ever  schieve  affordable  health  care 
for  all." 

Care  and  cost:  current  issues  in  health  policy.  Edited  by  Kenneth  McLennan  and  Jack  A. 
Meyer.  Boulder,  Westview  Press,  1989.  231  p.  (Westview  special  studies  in  health 
care  and  medical  science) 

"A  publication  of  the  Committee  for  Economic  Development.' 

Challenges  and  opportunities:  issues  facing  the  U.S.  health  care  system.  Wsshington, 
Employee  Benefit  Research  Institute,  1991.  28  p.  (EBRl  special  report.  SR-13) 
Focuses  on  "coste,  quality,  and  sccess.'  Includes  sUtistical  information  on 
national  health  expenditures,  barriers  to  access,  and  the  identity  of  the  uninsured. 

Changing  U.S.  health  care:  a  study  of  four  metropolitan  areas.  Eli  Giniberg,  Howaid 
Berliner,  Miriam  Ostow,  and  associates,  et  al.  Boulder,  Westview  Press,  1992. 
(Conservation  of  human  resources  studies  in  health  policy) 

Municipal  Health  Services  Program  (U.S.) 

This  book  will  be  available  later  in  1993. 
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CUncjr,  Fnnk. 

Runt  BX.  HnrowMnith,  v.  7,  Uar.^Apr.  1992:  31<a7. 

DweribM  how,  <lMpite  *a  dire  sbortac*  of  phymctuM,  nurtM  axkd  othar  bttlth  care 
workMV  in  rural  araaa,*  Bartttt  Memodal  Hoeiatal  in  BaaTvrfaaad  County,  Montana, 
haa  MeeMtAUfy  piooaecad  a  low-birtfawajgbHprarantioD  pro^raat  and  other  p«^Ue 
beahh  ianovatiooa  to  eurvitre  in  the  ftiture. 

Cobao,  JiU. 

Acciee  to  madkal  care  for  HIV-infectad  indiTiduale  under  the  Amaricane  with 
Dieahilitiea  Act:  a  duty  to  treat  American  ioumal  of  law  and  medicine,    18,  no.  3, 
1992:233-260. 

*Uiieov«re  Coi'ni  eee'e  intent  to  impoee  a  duty  on  health  cara  proridere  to  treat 
people  with  diaebilitiee  unleei  an  indiTidual  poaee  a  'direct  threat'  to  the  health  or 
aafetyofothere.* 

Colon,  P.  A.  Colon,  A.  a. 

Tht  health  of  America'e  children.  In  Caring  for  America*e  children.  Kew  York, 
Acadeoxjr  of  Political  Sdenca,  1989.  p.  45^1. 

"Porerty  will  continue  to  have  a  etrong  effect  on  the  health  and  well-being  of  the 
nation.  Other  iaeuea  that  involve  miUione  of  AjoMricane  are  acoeee  to  health  care,  the 
utilisatioa  of  health-care  &dlitiee,  and  the  reeponee  to  heelth-^ducation  programe.  No 
leae  than  a  national  referendum  ie  caUed  for  in  a  commitment  of  ail  eitijteai  to 
participate  in  hegueeting  a  bealthj  Aiture  to  our  diildren.' 

Connelly,  Julia  E. 

Medical  care  in  rural  America.  World    I,    6,  June  1991:  669-681. 

The  lack  of  pt^reicsaoe  it  a  common  occurreoce  in  maiqr  rural  eommunitiee  acroee 
Amerka  and  limita  acciee  to  medical  care.* 

The  Crieia  in  health  care:  coete,  choieee,  aod  etrategiee.  Dean  C.  Coddington,  et  al.  San 
Frandaeo,  Joeeey-Baae  Publiehere,  1990.  303  p.  (The  Joeeejr-Baee  health  aeriee) 

The  Criaie  in  health  care:  ethical  iaauee.  Edited  by  Nancy  F.  McKensie.  New  York, 
Meridian,  1990.  640  p. 

Criaie  In  medical  care.  Journal  of  State  government,  v.  64,  July-Sept  1991:  whole  iiaue 
(73-100  p.) 

Cootenta.-Optione  for  State  heelth  policjr.  alternative  benefit  deaigna,  by  John 
Befela,  Sandra  Kuehn  and  Cathy  Levine.-Private-public  partnernhipa  to  expand 
health  care  acoeee,  by  Trieh  Riley.-Public  data  and  private  doctor*:  Maine  tacklee 
treatment  variationa,  by  Robert  B.  Keller.-Strategiee  for  controlling  health  care  coetc, 
by  National  Govamore'  Aaeociation  etafT.-Tbe  South  accepte  the  chellenge,  by  Tamara 
Lucae  CopeIand.-Tbe  fenee  puade,  by  Robert  A.  Weinberg--'nM  SUU  reeponee  to 
genetic  femrrh,  by  R.  Stepbrn  Brown. 

Criaie  in  the  15 S.  health  care  eyetem:  bow  ebould  government  and  induetzy  reepond? 
Waohington,  MAPI,  1969.  31  p.  (MAPI  poUcy  review  PRrl06) 

"Examinee  the  current  U^.  qretem  of  health  care  delivery  and  tta  probleme.  'Hie 
mandated  benefit  propoaal,  ae  contained  in  S.  76S  [Baetc  Health  Benefita  for  All 
Americana  Act],  ie  then  reviewed,  and  finally,  alternative  approacbee  to  improving 
aeeeea  to  health  care  without  ftirther  eecalation  of  eoate  are  diecueeed.' 

Danker,  Harold. 

Health  poU<7  ieeuee  for  the  1990e.  National  tax  journal,    43,  Sept  1990:  293*298. 

"Attempting  to  addreee  and  aolve  the  problena  of  the  health  care  eyetem  will  take 
etrong  political  eoaunitment  and  the  active  participatton  of  all  intereated  partiee  in 
finding  a  aolution.  Meaningftd  aolutioiM  muet  be  baeed  on  a  broader  underatanding  of 
wfagr  the  problema  enet,  and  why  they  are  likaty  to  woreen  if  nothing  ie  done.  Only 
than  can  and  ahould  wa  proceed  to  find  aotutiooa,  whether  incremental  or  more 
eomprehenaive  in  nature.* 

Delivering  aaaential  health  care  aerrieee  in  rural  areae:  an  analyaie  of  alternative  modete. 
Rockvilie,  Md^  VS.  PuUie  Health  Serviee,  1991.  60  p.  (AHCPR  pub.  no.  91-0017) 

In  mangr  niral  eoamunitiee,  the  eurvivat  of  email  hoepitala  ie  in  Jeopardy  beeauee 
they  are  no  kmger  able  to  meet  the  financial  and  lefal  requirementa  of  a  traditional 
fiiU-eervice  &dtity.  The  doeure  of  the  eote  hoapctal  in  tfaeee  would 
aariouety  limit  aeeeee  to  iminHil  health  care  aerrieee.  In  order  to  maintain  noeeee  to 
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titintiil  hMlth  can  MrvicM  for  rural  rMidenU  a  number  of  SUtm  and  communitiM 
ar«  eoDVitiinf  doaed  or  failinf  rural  hotpitala  into  alUmative  kinda  of  baalth 
{kdlitiM.  ThUanalyfUexaniineara  of  tbaae  alternative  modalf.  Thrae  of  tbe  mod«U 
maintain  acuta  cara  inpatient  beds  for  •tabilixation  and  holding  capacity;  the  otbar 
three  modela  eliuinata  all  acuta  cara  beda.  Hieaa  modela  can  provide  important 
ezamplee  to  poli^makera,  health  profeeaionals,  and  oonaumem  of  health  aervicae  who 
aeek  to  create  more  appropriate  health  care  delivery  and  0nancing  eyatama  for  rural 
araaa.' 

Dentzer,  Susan. 

America's  scandalous  health  care:  here's  how  to  fix  it.  U.S.  news  &  world  report, 
V.  108,  Mar.  12, 1990:  24-28,  30. 

'A  nation  that  leaves  so  many  citizens  unprotected  from  the  ravages  of  illness  is 
clearly  depriving  them  of  the  pursuit  of  happineas-and  at  times,  even  of  life  itaelf. 
Outrage  over  theae  ills  may  prompt  the  moet  radical  surgery  ever  conducted  on  the 
fractured  health  system.' 

Eddy,  D.  M. 

What  care  ia  'essential'?  What  services  are  'basic7  JAMA  [Journal  of  the  American 
Medical  Association],  v.  265,  1991:  782-788. 

Ellwoodf  Psul.  Etheredge,  Lynn.   Enthoven,  Alain. 

The  21st  century  American  health  system.  Jackson  Hole,  Wyo.,  The  Jackson  Hole 
Group,  1991-1992.  27  p. 

Contents.-Overvi&w  and  accountable  health  partnerships,  [Sept.  3, 1991].-Markct 
reform  and  universal  coverege  [Rev.  Mar.  20,  19921. -Uniform  effective  health  benefita 
[Aug.  30,  1991]. -The  public-private  health  partnership  and  the  National  Health  Board 
[Sept.  4,  1991].  These  initiatives  assume  that  medical  providers  and  insurers  will 
'assume  responsibility  for  the  kind  of  internal  restructuring  that  is  crucial  to  what  will 
become  the  new  competitive  bottom  line  in  health  care:  public  accountability  for  health 
care's  impact  on  patient  aatisfaction,  function,  and  wellbeing,  all  at  a  reaaonable  cost.' 

Emmott,  Carol  B.  Wiebe,  Christine. 

The  unraveling  safety  net.  Issues  in  science  and  technology,  v.  6,  fall  1989:  51-55. 

Describes  the  effect  that  Federal  cost  cutting  has  had  on  public  hospitals. 
Indicates  that  without  help,  these  hospitals  which  serve  the  medically  uninsured  will 
not  be  able  to  continue  taring  for  patienta. 

Ethica  and  Medicaid:  a  new  look  at  an  old  problem.  Journal  of  health  care  for  the  poor  and 
underserved,  v.  Z,  spring  1992:  427-447. 

"Recent  proposals  to  reform  Medicaid,  driven  primarily  by  the  need  for  cost 
containment,  rarely  pay  explicit  attention  to  values.  This  paper  presents  the  Medicaid 
Values  Framework,  the  authors'  interpretation  of  a  set  of  societal  ideals  embodied  in 
Title  XIX  of  the  Social  Security  Amendmenta  of  1966.  The  Framework  comprises 
seven  interlocking  values  that  are  stratified  into  three  interdependent  tiers-access, 
quality,  and  equity.  We  use  the  access  and  equity  tiers  to  analyxe  treatment  of  Aid  to 
Families  with  Dependent  Children  (AFDC)  and  Supplemental  Security  Income  (SSI) 
recipienta  under  Medicaid.  We  document  striking  inequities  in  eligibility  standards 
and  in  funding  for  the  two  groups-inequities  that  unexpectedly  fail  to  translate  into 
marked  disparities  in  access  to  Medicaid.  In  conclusion,  we  comment  on  why  the 
present  inequities  exist  and  why  they  are  ethically  unacceptable.' 

Faltermayer,  Edmund. 

Let's  really  cure  the  health  system.  Fortune,  v.  125,  Mar.  23, 1992:  46-50,  54,  58. 

The  country's  best  hope  for  insuring  everyone  while  keeping  overall  health 
spending  withtr  reason  is  to  harness  the  growing  public  pressure  for  reform  to  a  plan 
that  could  transform  thia  flawed  system  into  the  Toyota  City  of  world  health  care. 
Only  market  forces,  which  drive  and  diacipline  most  other  sectors  of  the  economy,  can 
bring  about  this  industrial  revolution.' 

Federal,  SUte  health  care  reform  activity.  Employee  benefit  plan  review,  v.  47,  Feb.  1993: 
42-6L 

Cover  title. 

Partial  contenta.-Washington  insiders  diactiss  reform,  by  Margaret  Keefe.- 
Unemplc^ent  comp  to  be  used  to  fund  uncompensated  care.-Florida  proposes 
managed  competition  for  State  health  reform.-Stat«s  propose  2,000  reform  measures, 
ERISA  stands  in  way  .-Employers  prefsr  Fedsral  reform  to  State  initiativas. 
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An  9eaaomk  ymwp^etiw  oo  h— 1th  politic  md  pcUkj.  Qiurtwiy  nvMw  of  Monoaiet 
mW  hnmnm,    30,  winter  1990: 117-136. 

*Hm0  wtkl*  iMM  •  MlfointacMt  moM  to  M^Uin  hMlth  ewt  fagitlttion 
niwiiigHj  wnpuwdinato^,  eootradictoty,  in«(Bfiit,  and  inaquitabl*  lnialMtrn 
CTitnnni  ar<  ■hoim  to  b»  tlM  mult  of  •  ratiood  procttt  in  wtaA  th»  pMtiripante, 

mx%  hm  potitiM%  pomtfbL  Thit  fta»iwmfc  ia  u— d  to  maa^m  MSbtw/L  tfpm  of 
hMttfa  hgwiitinn  with  th*  — phMi»  on  wfilidt  radiatributhr*  poUdM  au^  w  ll*dican 
■niMiiinul* 

Poater,StM«rtA.  Oorr.WUptnL. 

Fadtwl  h— fth  ora  poli^  •nd  tho  ftofraphic  difttnion  of  phyidnc  •  mmrtn  fait 
MM^jraia.  Potigr  saaQeM,    25,  Uagr  1992: 117-134. 

*lha  (adtral  foranuMQi  paatad  lafialation  in  tba  1960'a  and  70*8  to  inrraaat 
phaftidan  auppto  and  taduca  apatial  inagfualitiaa  in  aceiw  to  phyaidana.  Amivor 
poligr  waa  to  imaatin^y  eontanua  inrrtaaiiig  tba  oim«U  wppljr  of  plgraietana  oo  tha 
aaa<iani(ion  that  aaarkat  foceta  wouki  artotuaUy  dirtrt  phyaidana  from  ataaa  of  hi^jh 
pfayaiaandMiai^totiwiaaof  towdaoaitf.  Uaiofatata^lml,  annual  data  eoUaetadonr 
a  21-yaar  pariod,  thit  p«p«r  iniatdgalaa  tha  maer»«eala  apatial  difftiainn  of  pfayaieiana 
aa  an  ianntiil  riwmnt  in  arahaatinf  thit  poli^.  TlitrMultaproTidaaTidancaof  tha 
poli^  hnparting  lorational  tzanda  ralattaf  to  pcimazy  cara  plijiieiaDa,  but  not 
apadaliata.  th0j  alao  indieata  that  tba  Utdicaid/Uadieara  profraina  Majr  bava 
Mhanaly  aflactad  tha  Mldiatributioa  proUaoL* 

Tha  Futura  of  health  cara:  public  eooeerna  and  policy  traodi.  Editad  by  Elliot  If.  Stooa. 
WalthaM,  KA,  llMaadniaatta  Haalth  Data  Conaortiuai  a991]  128  p.  (Haalth  policy 
aariaa.) 

A  Publicatioo  of  tha  oonmunil^  awaranaaa  aariaa 

"ATraoaeriptof  thaaMiiinaraaria^-Covar.  Contaioa  ais  Cooaortium*a  haalth 
potkj  naninai  wn  bald  from  Apr.  19A9  to  Juna  1990. 

Garland,  Suaan  B. 

A  prMcriptioo  for  T«fora.  Buainma  waah,  no.  3234,  Oct.  7, 1991:  6S-62,  66. 

*nMra  ara  a  thonaand  agandaa  in  Wadungtoo,  but  if  aoy  iiaua  dominataa  tha 
liata,  it  ia  haalth  cara  rafona.  Aftar  eountlaaa  yaara  oTntcUct,  ita  tima  haa  coma.  Hm 
criaa  from  amplujw  balwftmaJ  by  aoaring  coata  hty  fMcbtd  a  craocando  that 
politidan*  dara  not  i(nora.  llioaa  criaa  ara  tt'^^V^  by  tha  rafa  of  mora  and  mora 
wortdaf  Amariama  aa  thi^  balpUaafy  watch  thair  covarafa  dwindk,  or  aran  diaappaar. 
Tha  rmult:  an  orarfaaul  of  tha  haalth  cara  lystam  loooaa  aa  a  mitfor-mayba  tha 
mi^ior  iaaua  of  1992.* 

Qtniharci  Eli. 

A  eantury  of  haalth  rtform.  Soctaty,    30,  Nor.-Dac  1992: 19-25. 

Protaata  that  racant  pr««id«cta  "bara  baan  atlant  about  our  hiatonc  commitmaQt 
to 'aquali^  of  opportuni^  for  aracyAmarican  child  and  adult.  Sigoifkant  haalth 
raforaw  ara  not  vmry  Ukaly  to  ba  implamantad  until  tha  Unitad  Stataa  wmambtrt  'E 
Pluribua  Unum." 


Tha  madical  tnanfla:  pl^yiiciana,  politidana,  and  tha  public  Cambridf^  Ifam., 
Harvacil  Uniwai^  Praat,  1990.  314  p. 


US  haalth  cara  poliy  in  1990;  loofcaag  bock,  lookinf  ahaad  Quartariy  raviaw  of 
awMwrnira  and  biiainiai,    30,  wintar  1990: 16-22. 

Haahh  poliqr  in  tha  UDitad  Stataa  k  b«t  undmCood  M  a  poUey  of 
iiifiwaiiilalimi  with  mi^  intarrantioni  occurring  on^y  in  rmponaa  to  ctiaia,  m  in  tha 

cara.  Urn  cfaaraetariatieaUy  minor,  nnplannad,  aiVutlMMita  that  ara  mada  oltan  hova 

m^yw  unantinpaiad  nonaiqutcnaa,  and  thma  aarra  to  taplaln  tha  radical 

li  inafutma^ion  of  tha  BaftM»*a  haalth  ayatam  in  Urn  hatf-caotuiy  ainea  World  Wv  H* 

Onndman,  John  C.  IfiMgrava,  Oarald  L. 

Patiaot  pom:  aoMog  Amarica*a  haalth  am  crWa.  Wmhington.  Cato  Iiwtitota.  1992. 
673  p. 
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Gordon,  Cotm. 

HMlth  c«r«  Um  corpoTAto  w«y.  Nation,  t.  252,  Mar.  25, 1991:  376, 378-380. 

'Almoat  arwyona  now  agrM*  that  aomtthinc  ia  Urribly  wronf  with  tha  way 
baalth  en*  ia  providad  (or  not  prorkiad)  and  paid  for  in  the  Unitad  SUtaa.  But  if  tha 
aboH-taru  foida  and  aalf-intaratt  of  Amarican  buainaaa  cany  thair  uaiial  wai|^t  in 
WMhingtoo,  baalth  can  raform  wiU  bagin  with  a  larfa  ttap  in  tha  wroof  dimtion.* 

Gordon,  John  Staala. 

How  Amarica^a  bMlth  can  faU  iU.  Amariean  haritaft,  t.  43,  May-Juna  1992:  49^52, 64, 
66,  66,  60,  63,  66. 

Daacribta  rhangia  in  mtdirina  nn^  hailth  fart  in  tht  ptft  "tnt^^ry  Complaim 
that  *aa  modam  madicina  baa  grown  avar  mort  powarftil,  our  wiQra  of  providing  it  and 
paying  for  it  hava  gottan  arar  aaora  waatafUl,  unaffordabla,  and  unfair* 

Gordon,  Judith  A.  Hunaakar,  Kaith  A^  Jr. 

Employar  atratagiaa  for  modifying  or  tarminating  rctiraa  banefita  in  tha  1990a. 
Employaa  ralationa  law  journal,  v.  18,  winUr  1992-1993:  413-435. 

"Over  tha  paat  decade,  accaae  to  health  care  coverage  haa  become  a  crucial 
national  concern.  At  the  aama  time,  the  riaing  coat  of  health  care,  the  aging  of  the 
population,  and  new  accounting  raquiramanta  for  retiree  medical  benefita  hare  cauaad 
amployera  to  reevaluata  thair  commitment  to  providing  umaatrictad  health  care 
benefita  to  the  retirees.  Thia  article  diecueaaa  the  key  federal  appetlata  court  dedatona 
concerning  an  employer*!  decision  to  modify  or  terminate  retiree  medical  benefiti.  It 
then  ezplorea  altemativea  for  meeting  tha  itatutoiy,  legal  and  accounting  chaUengea 
faced  by  employers  who  now  offer  retiree  health  care  coverage.* 

Haialmaier,  Edmund  F. 

The  health  care  quagmire.  Conaumere*  reaaarch,  v.  72,  Sept.  1989:  10-16, 

There  it  a  growing  concern  in  America  that  the  national  health  care  syatam  naeda 
intenaiva  can.  The  moet  obvioua  problema  are  the  rapid  aacalation  in  the  coat  of 
medical  can  and,  in  part  aa  a  reault  of  auch  hi^  coeti,  the  fact  that  many  Americana 
afTectivaly  an  denied  accaae  to  neceaaaiy  medical  treatment.* 

Health  acceea  America-etnngtbening  the  US  health  care  eyatem.  JAMA  [Journal  of  the 
American  Medical  AaaocUtion},  t.  265,  May  15, 1991:  2503-2606. 

'Although  Americana  nmain  generally  aatiafled  with  the  health  care  provided  to 
them,  aufOdent  acceae  to  fai^hquality,  affordable  health  can  for  citizens  without 
health  can  inaurance  has  become  an  increasing  problem  in  the  laat  decade.  Using  the 
policy  development  process  of  the  American  Medical  Association,  Health  Accaae 
America  was  conceived  by  the  asaociation  to  improve  acceae  to  affordable,  hig^ualify 
health  can.  The  proposal  conaista  of  six  fundamental  principles  and  16  key  pc  ints. 
Thia  article  specifically  focuaea  on  the  five  points  that,  if  enaicted  into  Uw,  would 
improve  accesa  to  health  can  for  Americans  who  an,  for  various  naaona,  without 
health  inaurance.* 

Health  can.  Roll  call,  v.  36,  Feb.  1, 1993:  21-42.  (Policy  briefing  no.  49) 

Membera  and  health  policy  analysts  write  about  nform. 

Partial  contents.-(7ongreaa  and  President  can  do  it  thia  year.-We  quite  literally 
cannot  afford  not  to  nform  our  health  can  8yitam.-Health  can  nform  begina  in  the 
Statea.-Gongresa,  not  Preaident  Buah,  ahould  be  blamed  for  inaction  on  health  can 
nform.-Don't  leave  vets  out  of  the  debata.-In  praiaa  of  managed  competition.~How 
pharmaciats  can  help. 

Health  can.  Sute  Cktvenunent  newt,  v.  36,  June  1992:  15-30. 

Contanta.-Medicaid  diet  plana,  by  Elaine  S.  Knapp.-Satting  prioritiea  in  Oregon.- 
Rebirth  of  a  good  idea,  by  Linda  Wagar.-Tba  AIDS  factor,  by  Theresa  Hapbael.-Health 
checkup:  measuring  the  nation'a  vital  eigne  on  health  can,  by  Linda  Wagar.-«An 
epidemic  in  check,  by  Dag  Ryan. 

Health  can;  a  leading  concern  for  Americana,  a  leading  challenge  for  policy  makara. 
Waahington,  Campaign  for  Women*e  Health,  A  Project  of  O.WI/.,  1991.  4  p. 

Thia  fact  sheet  on  women's  health  neads  was  distributed  at  and  preaented  to  the 
Taak  Force  on  Opportunitiea  for  Raaaarch  on  Women'e  Health,  National  Institutae  of 
Health,  June  12,  1991.  The  C^paign's  work  includea  analytee  of  present  and 
propoaad  health  policy,  advocacy  at  state  and  federal  lavela  of  govanunent,  and  a 
nationwide  public  education  effort.* 
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HMlthcwtoMt.  U8Atodqr(m«cuiM),T.iao,Mar.l9t2:SO-28 

Igr  IWi  Hi«.-C«     put  tht  btikiM  CO  hidth  c«.  eoit.? 

"***3Mr*^        nt^  A  ^ report,  T.  US,  Not.  J3. 1992:  36.27,28, 30, 53, 

*  ^;'^'-^*<«*«*»««^Tholktooftliobu4i^ 
tma       on  contwninc  »«iic«l  eottf,  by  Sumo  D«it»w 
rrfom  M  poor  •  k)ok  at  ho^tda  tod  ooMunitM*  Aow«  how  fa 
control  Mdicttl  eoats,  bjr  J«ny  Buckhy. 

HMlth  m  in  AnMrics:  it  thm  ■  curt?  Worid  A  I,  t.  7,  Juno  1992:  2(W1 

ConUoU.~Wh«f.  ri«bt  and  wronf  with       hMdth  ewo,  by  JvaM  A.  Hico.-TTio 
5;  0~?r^-'n«  P»iOr  or  p«y  p^n,  h,'B»^  L  SIo^.-TT* 

C««id^«Dd  OwiMn  mod.1.,  by  Tlioodoro  R.  Mwrnor.-TTja  Pr5d.nt'.  propoS,  by 
EIiM  D.  Smith.-A  eooMOMr  cboico  bMlth  wytUa,  br  Edmund  F.  HaialmaiM- -IfadieAl 
■•▼ui^i  account*,  by  John  C.  Goodman.  ' 

Health  e«»mi^  America.  WMhin«ton,  Offka  of  Tachnofc)cy  Aitaa.mtnt,  for  lali  by 

tha  Supt  of  Does.,  GP.O.,  1990.  529  p.  s 
"OTA-H^* 

*  ?*f^**  «>»t«»t»«-«n  Orerview  of  mral  population  and  baalth  prozranw  - 
AvaJabUi^  of  rural  baalth  aervicai.-.ATaUabmty  of  rural  haalth  par«mnal.-MataroJ 
and  in£uit  baalth  aerricaa.-Rural  mmtal  baalth  cart.  *«wrnai 

A  28  paft  azacutiva  aummary  ta  avaUabU  in  tfaa  raadtnf  guida  portion  of  thii 


Haalth  caxa  rafonn.  Hoapitala,  t.  66.  Jan.  20, 1992:  32-37, 40-46, 48, 60. 

u  J^,^*f-~H->th  eara:  raform  i  priority  in  tha  naw  lagiaUtiv^  yaar.  by  UarvUth 

2^f!irS!^?f  ASfrT  of  bHii*.  by  Dick  DaTidaon.-Haalth 

eara  raform  topa  tha  AHA't  liat  of  pnoritiaa,  ly  Richard  J.  PoUaeiL-.AdroeaCT 
tbacourta:thaAHA'iI«triatratafy,byPradSj.Entin.     "^^"""^  ^'"^^ 

Haalth  cara  raform.  Hoapitala,  t.  67,  Jan.  20. 1993: 16-20. 30.27 

Partial  eontanta.-Tliirtaan  Tiewa  from  tha  HiU:  eoncramooal  taadan  paint 
r»xymt  rWorm  acanarioa..-Natworfc«  and  our  nart  atop:  communicating  tb«  bonital 
eommumty'i  TMion  on  rafonn.-Clinton't  n«t  movaa.~Haalth  cara  raform:  tha  nath  to 
•nactmaat.~Tba  naw  Conctaaa.  *^ 

"^?i^4a$r^*^  *        ^'     ^^^^  29. 

^Coot«^ -WhUt  ConcM«  dabat-.  tha  StatM  ttfidata,  by  Kanntth  M.  Coughlin.- 
Sl!SSJi?*J""T]^  puah  iU  baalth  cara  raform  plan,  by  Of^  JordaU- 

*^  P***^**™*  ty  Jc^rPriad.n,-Haalth 
raform  plana  adapted  from  Jacluon  Kola  Ti.  for  aupport,  by  Roaalind  Raanick- 
U)bbyiats  want  to  hmit  Fadml  intanranfion  in  faMlth  cara,  by  Joyea  Friadan,- 
M«»«aiuaHta'  •mir^li*  raform  plan  alalia,  by  Erie  ZickUn^-PoUtiM  awla.  thraa 
amplpyara  join  fortaa,  by  Roaalind  Rwoick.  ««,«iraa 

Haalth  cara  raform:  tradaoOi  and  impUcationa.  W^hinaton.  Employaa  Banafit  RaaMrch 
Inatttuta,  1992.  69p.  (EBRI  imia  bria<;  no.  125)^ 

D«e«baa  laform  propoaala  and  azaainaa  bow  Mcfa  propoMd  would  affaet  tha 
eoTaraf..aoHa^  and  quaKty  of  baalth  cara.  It  aapk»rM  wbat  wiU  m.an  f oT 

•mpkyara,  mdiriduala  and  proridara.' 

Haalth  poUcy:  a  apacial  rapott.  Amarican  intacpriaa,  t.  3,  Jan..Fab.  1992:  B$-76 

Contante.-Why  »•  American  bMlth  eara  ao  hard  to  raform?  by  Mark  V  PaulT- 

JSS^iS.::^?::?  ^  Morria^-lT^a  -arch  fcj*. 

gjttjrapproaeh,  by  C.  ai|^  Staurria..-Oth»  a^ 
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HMlth  policy  and  tlM  HifpAnie.  Edited  by  Antonio  Furino.  Bouldv,  Wwtricw  Pm,  1992. 
240  p. 

Health  politic*  and  policy.  (Edited  by]  Theodor  J.  Litman  and  L^nard  S.  Robint.  2Dd  ed. 
Albany,  N.Yn  Delmar  Publitbarii  1991.  484  p.  CDtlmar  aariaa  in  faaalth  aarvicaa 
adminiatration) 

Hellman,  Sandra. 

Haalth  cart  in  the  y«ar  2000  and  btyond.  Futum  raMareh  quarterly,  v.  7,  aprios 
1991:  67^. 

"What  will  hMlth  cart  look  like  in  the  year  2000  and  beyond?  There  have  bMn 
hundrada  of  article*  written  about  the  future  of  health  care,  actne  baaed  on  aound 
reeearch,  othere  eteting  opinion*  of  cxperte  in  the  field.  The  foal  of  the  atudy  reported 
here  waa  to  identify  the  commoDalitiea  in  theae  predietiona  and  to  develop  a  ecM)ceptual 
deecription  &om  a  lyntbeaia  of  thia  material.  Sereral  variablea  have  been  identified  in 
the  literature  aa  having  a  aignificant  impact  on  the  fUture  of  health  care.  The  attempt 
wae  made  here  to  review  all  of  thaee  important  variablea.' 

Hoepita]  cloeuree  and  acceea  to  medical  care.  Lexington,  Ky.,  Council  of  SUte 
Govemmenta,  1989.  lip.  (CSG backgrounder 078901) 

There  ie  much  debate  concerning  the  economic*  of  our  nation'e  health  care 
■yttem,  and  whether  these  hoapital  cloeingi  are  the  result  of  unfair  regulation 
practice*,  the  health  industry'e  own  glut,  or  poor  fiecal  management.  The  purpoae  of 
tfaie  paper  ie  not  to  argue  theae  pointe,  but  to  addreae  the  occurrence  of  hoepita] 
clocinp  aa  a  concern  for  atete  and  local  official*  who  mu*t  deal  with  the  eonaequance* 
a*  they  affect  public  accea*  to  medical  care.' 

The  Impact  of  HIV  on  communitie*  of  color  a  blueprint  for  the  ninetie*.  Waahington, 
National  Minority  AIDS  Council,  1992.  59  p. 

The  lega<7  of  diacrimination  against  communities  of  color  ob«truete  cooperative 
eCforte  with  government  bodies.  Lack  of  demonstrated  commitment  to  secure  acca**  to 
health  care  for  communitie*  historically  burdened  with  poverty,  addiction,  infant 

mortality  and  premature  morbidity  ezacerbatea  that  distruat  In  order  to  help 

eetablish  an  atmosphere  of  trust,  the  VS.  Goverzunent  must  demonatrate  a 
commitment  to  acca**ible  health  care  for  historically  und  >r*erved  communities.  It 
must  include  full  participation  fay  communitiea  of  color  at  all  policy  and 
dedeion<making  levels.* 

Improving  health  policy  and  management:  nine  critical  re*earch  is«uee  for  the  1990s. 

Edited  by  Stephen  M.  Shortell  and  Uwe  E.  Reinhardt  Ann  Arbor.  Mich..  AHSR/HAP. 
1992.  606  p. 

The  Baxter  health  policy  review 

"Research  lyntbeae*  from  the  Foundation  for  Health  Servicee  Reeearch.' 

Institute  of  Medicine  (U^.).  Committee  on  Monitoring  Acceea  to  Personal  Health  Care 
Service*. 

Accea*  to  health  care  in  America.  Edited  by  Michael  Millman.  Waahington,  National 
Academy  Pre**,  1993.  229  p. 

The  focua  of  thia  report,  like  the  committee'*  deh^berationa,  is  on  acceas  to 
personal  health  services~tha  onen^o^one  interaction  of  provider  and  patient  Tba 
committee  choae  five  ol^eetivea  of  peraonal  health  care  to  organise  ite  indicators: 
successful  birth  outcomes,  reducing  the  incidence  of  preventable  discaaes,  early 
detection  and  diagnosis  of  treatable  diaeaaee,  reducing  the  aflecc  of  chronic  diaaaaea 
and  prolonging  life,  and  reducing  morbidity  and  pain  through  timely  and  appropriate 
treatment.' 

Intergovernmental  focua  on  health  care.  Intergoveramental  perspective,  v.  18.  aprinr  1992: 
whole  iasue  (39  p.) 

Contente.-Medicaid  reform:  mi^or  trend*  and  i**ue*,  by  Elliot  J.  Dubin.-M«dieaid 
and  health  care  reform,  by  Heniy  A.  Waxman.-Medicaid:  succ***e*,  failure*,  and 
proapecte,  by  Jane  Horvath.-Medlcaid  redpiente:  the  forgotten  element  in  Medicaid 
reform,  by  Michele  Melden.-Long  term  U^.  health  care  reform:  three  approachea,  fay 
D.  William  Graham.-Health  care  reform:  the  SUte  perspective,  by  Booth  Gardner.- 
Implicationa  of  the  Medicare  fee  achedule  for  Medicaid,  by  David  C.  Colby. 
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nik  Mk  AomU    ovii]iM*  l«t«  in  1991 


 a 

IMcal  A«oditioa)p  T.  999,  Aiif.  1<  1191: 8SM40. 

StLtsri^*^^"-^^  ^^^^^^ 

with  imto  aitwqrfaag  ud  hmm  dtnloftd  inritmndwrt  aohitioni  to  th>  ptMmS 
pcovMwf  cmtotfatuoiiMiirM.* 

King^lfntlMP. 

Matocml  faMM>«««  l-firfatioo:  1991.  Wariiuiskoo.  N«t>o«i.l  CoGfirwe.  of 

State  UgpiUiurM,  1991.  87  p. 

"Ifatanifll  aad  CbUd  HMhh  LHi«Utkm:  1991  Mi^^ 

DMtnctorCoiuvbimaodPiMctoKieo.  TVipka  ioeludt:  mcm.  aedteta, 

ainontjr  htaKh,  Mwboni  acrMiim^  nutritioo,  pcaoaUl  c«i«,  infiot  nortalitr 
pw^olioi^  •ehooJ  hMW^  ip*^ 


Kinc^llik*.  8tmu«,iUL 

Slf^STL*^***'^'^  AtlMtejoun»aIt«leooatitutiOQ:S«pt  30,1990:  p.  lA. 
lOj^WA;  Oct  1:  p.  lA.  Oct  i  p.  lA.  aA-9^ 

tha  co>t>  >ee«ii,  and  qu«a^  of  h-Hh  w 

availaUa  In  tht  UaHad  SCataa. 
Kbonar,  Uahrin. 

l^idaaathacroa«t»adi:Uiacriaia  Now  York.  Panthaoo  Booka, 

1903.  399  p. 

Koitayk,  Sophia  II. 

Haal  A  eafo  paada.  raaourcaa,  aw^ 

Rural  a«tnc  Gooparati^  Aaaodatioo  and  Prwkotial  Inauranca  Company  of  Anariea. 
AlaMncW«.Va,Ana<ytkaISarYicaa.l9a9.  «p.  ^ 

"Daaptto  affocta  at  all  larala  of  fovarzunaDt  to  Inprova  rural  haalth  cam.  many 
rural  w^to  cootiBua  to  ha  in  poorar  haalth  than  uiUn  raaid^ 
c«ra,andaralaaaaUatoaflbn)itwbaatbayfiDdit  Bural  araaa  &ea  tha  aaaaa  haalth 
carapcohlaaM  aatfaaraatofthaDa.-^a,  roaipmifMiad  ly  poimc^,  •coooaie  <UeW  and 
an  agmf  population.  Yat.  a»«i  aa  health  eara  eoata  eontinua  to  rka,  rural  raaidanta 
ara  laaa  bka^y  than  ui«ian  raaidanta  to  banaCt  fh«  ttt  ineaotiwa  a^ 
apanding  fto^mm  mamd  at  «akin(  cara  mora  aTaOM  and  Mora  affordabla.* 

Koatariite,  Julia. 

Dan^Dua  diarioaia.  National  journal. ».  26.  Jan.  19, 19B3: 127-130. 

WanjathaOintooAdnuniatratioo  and  GwfraM  that -thapub^ 
hm  ajpartatoooa  of  haalth  rafonn  that  ara  wat^ 

od*.  Efarjow  aaya  that  a  draiMtie  otathaul  of  tha  ijataa  ii  naadad-but  on 


B«M  aurgMoa.  Natiooal  journal. 25,  Apr.  27, 1991:  993-997. 

XoogMa'a  raoopiaad  la^lara  on  haalth  iaau^ 
whoawfcdU^withthaW^ 


Aaick^atea.  National  journal.  ».  24.  Pah.  16, 1992;  37MM. 
^^Aftar  naat«y  two  dae^laa  of  aaplodinf  ooata  and 

mnaa,baa^thcarahaaaaii^t&^  But  thaiUa  of  tha  haalth 

2^tMidMtlandthaMaal^  Solutiooa  iaantabty  wiU  antaU 
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Kr«U,  Pr«ierick  J.  .         .  »  .™ 

SuUiMntorth«U5,Cb«mb«rofCoiiun«rc«onimphttUoniofth«Ptppjr 

CommiwnrwmiDMKUtkMforthtpriwUhttlthiM^^  Wariimfton, 

rb»  Chwober,  1990.  18  p.  ^      ^  j  r 

•On  M«peh  2, 1990,  th«  P«pp«  CommiMioo  t^It-^d  lU  T«ooBL'M«>«i«tioni  for 
iMidr««iii«th«problwaoffrowinf  fiptincowagt.  Tb«  Chwnbtr  Titwt  th«  Pepper 
ConuniMion'i  r«»min«KktioDe  on  uaotm  to  bMlth  care  m  a  voiud  Uft  •wl  wte 
diMppointed  by  the  emphane  on  muxkted  beoefiu  m  •  eolutjoa  to  the  aeeeee 
problem-  Deepiu  the  beet  eCfort  of  the  eommieeion  to  emeUofeU  the  unpjrt  of 
mwidetee  on  raeU  boemeee,  the  tort  remaine  that  m«^^ 
will  hurt  tboae  they  purport  to  help.* 

Kroneofeld,  Jennie  4.  » i  •  - 

ControYereiel  ieeuee  in  health  care  policy.  Newbury  Park,  Calif.,  Sage  Publication., 
1993.  186  p.  (Controveraial  iaeuee  in  public  policy) 

Levitan,SarA.  Conway,  Elizabeth  A.  u  ,i        r    .vjm  .M.,lr 

Familiee  in  dux:  new  approacbee  to  meeting  workforce  chaUengee  forchUd,  elder  * 
health  care  in  the  1990e.  Waahington,  Bureau  of  National  AfTaira,  1990.  1  v.  (vanoua 
pagingi) 

A  BNA  fpecial  report 

Local  adrocacy  for  the  medically  indigent  JAMA  Uoumal  of  the  American  Medical 
AaaocUtion],  v.  263.  Jan.  12, 1990: 262-268. 

'Acceee  to  health  care  for  the  mwiically  indigent  hae  emerged  aa  a  m^or  policy 
ieeue  throughout  the  United  Sutee,  Becauee  do  national  health  program  eneuree 
entitlement  to  baaic  tervicea,  practitionere  and  patienU  muat  cope  with  barriera  to 
Mxeaa  on  the  local  level.  We  report  aeveral  aeparate  but  integrated  ftrategiee  that  a 
community-baaed  coalition  baa  uaed  to  achieve  improvemenU  in  indigent  care  within  a 
ain^e  county.' 

Man^  Anthony.  ic  i# 

Rural  health  care:  cloaed  hoapital*  only  part  of  problem.  Illmoia  ia«iee,  v,  IG,  May 

1989:  12-16.  ,  ,  u    uu  nr  - 

•Aa  the  moat  visible  symptomj  of  the  ailmenU  plaguing  rural  health  m  Ulinoia, 
hoapital  cloiinga  wUl  continue  to  get  loU  of  attention-the  kind  that  apura  political  and 
government  activity.' 

Marketing  a  practicial  health  care  poUcy  for  the  United  Sutee.  Health  marketing  quarterly, 
V.  6,  no.  4, 1989:  113-126. 

Merquia,  M.  Suaan.   Long,  Stephen  IL  ,        .  ,  ^    .  • 

Uninaured  children  and  national  health  reform.  JAMA  tJouroal  of  the  Amencan 
Medical  Aaaociation],  v.  268,  Dec.  23-30, 1992:  3473-3477. 

In  thia  article,  we  inveatigate  how  alUmative  incremental  approacbee  to  national 
health  care  reform  affect  the  number  of  uninaured  children.  In  limiting  our  topic,  we 
do  not  addreea  aeveral  important  aapecU  of  reform  optiona,  including  effecta  on  wagea 
and  benefita,  effecta  on  employment,  and  who  heart  the  financing  burden.^ 

Matlack,  Carol. 

Staking  out  turf.  National  journal,  v.  24,  Feb.  15, 1992:  390-395. 

The  proapect  of  Congreaa  taking  a  acalpel  to  the  nation'a  health  car<  eyttem  baa 
eent  a  ibudder  through  the  iDduitry-and  kicked  K  Street  Qobbyietel  into  overdnve. 
Although  nearly  everyone  agreea  that  there  won*t  be  a  m^or  overhaul  thia  year,  the 
jockeying  for  poaition  it  underway .• 

McNulty,  Ruth. 

In  critical  condition.  New  Jeraey  reporter,  v.  21,  Nov.-Dec.  1991:  37-43. 

Due  to  •a  health-care  eyetcm  ao  corroded  by  deep  and  enduring  ttructural  flawa 
that  a  vaat-and  growing-population  of  New  Jeraey  reeidente  are  routinely  denied 
what  moat  reaaonable  people  would  coMider  a  baeic  human  right:  acceaa  to  decent  and 
affordable  health  care.  It  ia  a  criaia  that  croaaea  aocioeconomic  linee.  engulfing  not 
only  the  poor  and  the  unemployed  but  alao  thoae  who  are  on  the  job.^ 

Mechanic,  David.  .  , 

Painful  choicea:  reaearch  and  eaaaya  on  health  care.  New  Brunawick»  TranaacUon 
Publiahere,  1989.  248  p. 
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UttdicAl  csr*  awt  the  hMlth  of  th«  poor.  Cora«U  UniYvnity  Mtdieal  CoU«gt  Ei^th 

CooftrMM*  OD  HMlth  Polky.  Edited  by  David  E.  Rom  and  EU  Ginibm  BouldM, 
Wtstvitw  PrM«»  1993. 

Coofmie*  held  in  New  York,  N.Y.  in  1992. 

ThiB  book  •hould  b*  availabU  later  in  1993. 

Mansal,  Paul  T. 

Equality,  autoaomj,  and  •ffidaocy:  idiat  hMlth  cart  lyatam  ihould  wt  hav«?  Journal 
ofMMiidiM  and  philoaophjr,  ▼.  17, 1992:  33^7. 

"Equitabla  accatt  doaa  not  damand  a  iaval  and  aoopa  of  can  for  tha  poor  tqual  to 
that  ratMnallj  cfaoaM  l^r  tha  mkUIe  claaa,  and  tbara  ara  w^Tt  withm 
thoui^  not  mmy  wqra,  to  achiera  a  fair  diatributioa  oTcoate  bttwaen  wtU  and  ill. 
Datpite  phtraliitte  tytimm*  apparant  advantafi  in  allowing  lubacriban  to  chooae  their 
own  fonaa  ofrattoolnib  problenM  in  tranalatinf  aerioua  kMif-term  aubecriber  cboicai 
into  actual  medical  practice  may  be  fraatar  in  phiraliatic  than  in  unitaiy  tyatemi. 
Final  eboiea  of  a  ayatam  hiofea  priiaarily  on  peculiar  hiatorieal  facte  about  U^. 
political  cultura,  not  on  noral  principle.* 

llM  Natioo*e  health.  Edited  by  PhiUp  R.  Lee  and  CarroU  L.  Eetee.  3rd  ad.  Boeton^Jonee 
and  BartlettPuUiabara,  1990.  448p.  (The  Jooaa  and  Bartlett  aeriee  in  health 


National  Confereoce  on  Health  Care  for  the  Poor  and  Underaerrad  (2nd  :  1989  :  Nae hville) 
Prooeedin0i  of  the  Second  National  Confmoca  on  Health  Care  for  the  Poor  and 
Underaerrid,  Utibany  Uedical  CoUef*.  NaihviUe,  TWeeeee.  Journal  of  health 
cara  for  tha  poor  and  undenenred,  r.  1,  aunuaer  1990: 1-210. 

Partial  contente.-'nia  Federal  initiatiTa,  by  Louia  W.  SuUiTaa-Health 
ineuranea  of  minoritiea  in  tha  United  Statae.~Recant  changae  in  Uadicara  and 
Uedicaid.-4:urTeot  and  propoaed  financinf  of  health  cara  for  the  poor:  aa&>nd-beat 
aohatiooa,  by  EU  Ginifoarf.~Hoq;>ital  viability  and  cIoauna.~Modele  for  inereaaing 
accaai:  atrenftheoinf  eommunity  health  cantere  and  the  National  Health  Service 
Corpa.~In£uit  mortality:  the  aharad  i»neara.~Teena|a  pregnancy  pravention.-'nia 
aginf  popuIaea.-Oral  haalth.-An36:  today'a  and  tomorrow'a  criaia,  hy  Baqy 
PrinuD. 

National  Confccaoca  on  Health  Care  for  the  Poor  and  Undecaarred  (3rd  :  1990 :  NMhriUa) 
"Children  at  Riak^:  proeeedinfi.  Journal  oThealth  care  fbr  the  poor  and 
tmderearvad,    2,  aummar  1991: 1-236. 

CooAcaocaheU  Oct  1-2, 1990.  at  llehany  Uedical  College,  Naehville,  Tenn. 
(Error  in  eonferaoea  data,  1991,  in  pubUcatiool. 

Partial  cootaota.-'n>a  paat,  praaant,  and  future  ofchUdran  at  riak,  by 
Antonia  C.  NovaUo.-Teenage  pcagnanqr  preirentioo.~lDfant  morbidity  in 
Karlem.-'nie  Urban  child.~Tbe  Rural  chtkL-Recogninng  and  raeponding  to 
iVirreaeion.-Underatanding  and  conttt^ling  Tioleoca.-Educating 
hoaMleaa  cfaUdren  and  yciuth.-Faderal  eObrte  to  provide  for  at-riak  children,  by 
Wi]IiMaA.Robinaon.  «a 

A  National  health  iyateae  for  America:  critical  iiauea.  Edited  by  Stuart  IL  Butler  and 
Edmund  F.  Haiabmier.  Waahington,  Heritafi  Foundation,  19S9.  127  p. 

Coiitaata,~¥ft7  Americana  health  cara  qraten  ia  in  trouble,  by  Edmund  F. 
Haielamier.-A  fl  eaeewmk  for  raform,  by  Stuart  IL  Butkr.-Health  cara  for  worker* 
and  their  bmiliea,  by  Edhaund  F.  HaMmaier.-Health  cara  and  the  dderiy, 
by  Peter  J.  Fertara^-HMlth  care  for  the  poor,  unemployed,  and  higb-riak, 
by  TWraa  P.  Waaky.-The  political  proepecte  for  tafiirm,  by  Edmund  F.  Haieimaier. 

National  teifarthip  Coalition  for  Health  Cara  Reform. 

EacaUeot  health  cara  fbr  all  Americana  at  a  reaaonabia  coat:  a  propoaal  for  three- 
AteMMcmthMfthcararefor^  Waahingtoo.  Natiooal  Leaderahip  CoaUtkm  for 
HeaMiGMale«otm,lf91.  aSp. 

ntoui^  a  balanaad  mis  or  eompetitiv^ 
aamra  eeoM  d  atgrrockatiog  eoala,  univareal  aeceae  to  aoeaptaheiwva  health  «m« 
benellte  Ondudiac  pravaotiva  eervieea),  mi^  initiativea  to  impctm 
lownaea  and  malprackiea  rafoffma,  admiaatrativa  eia^diOcatkm,  rei^^ 
pwfmeiniiali^  and  a  naw  eoricept  for  the  deli^  of  cara.  It  ia  aepadalty  aeaeitiva  to 
the  neade  oT  Mil  kiMineaa." 
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National  Laadarahip  Commiaaion  on  Health  Care  (US.) 

For  tba  baalth  of  a  nation:  a  aharad  raaponatbility:  teport  of  the  National  Laadcnhip 
Commiaaion  on  Haalth  Cara.  Ann  Arbor,  Mich.,  Haalth  Adminiatration  Praaa.  1909. 
206  p. 

Opiniona  on  haalth  cara  reform.  Buaineaa    health,  v.  10,  Sept.  1992:  16-20-22. 

Preaenta  reaulta  of  aeveral  1992  polla  on  public  opinion  about  the  currant  haalth 
cara  syttem  and  reform  optioni. 

Oewald,  Nancy. 

Acceea  to  what?  Health  cara  for  whom?  Health/PAC  bullatin,  v.  22,  eprinff  1992: 
28-31. 

"Fundamentally,  our  current  model  of  health  care  delivery  ia  expeniive  and 
in^propriato  for  both  tboee  who  have  inauranee  and  tboae  who  do  not.  Wa  need  a 
new  modal  baaed  on  preventive  and  primary  health  cara  aervicaa.* 

Pantridge,  Margaret. 

Future  ibock.  Boiton  magazine,  v.  82,  Jan.  1989:  74,  144-149. 

There  wll  be  fewer  hoepitals,  and  the  patienta  in  them  will  be  eicker.  Insuram^ 
will  be  more  expenaive,  and  it  will  pay  for  leaa.  The  feeds  of  the  future  have  already 
been  planted.  Here's  what  you  can  expect  in  .the  ninetiee." 

Public  health  policy  and  the  Congress.  Congressional  Research  Service  review,  v.  10.  Mar. 
1989:  1-26. 

ContenU.-Public  health  and  politics,  by  Sarah  E.  Taylor  .-Congress  and  public 
health  policy,  by  Sarah  E.  Taylor.-Public  health  resources:  who  cuU  the  pie? 
by  Edward  Klebe.-Biomedical  research  to  improve  public  health,  by  Irene  Stith- 
Coleman,  and  Pamela  Smith.-Translating  acience  into  public  health  promotion, 
1^  Sarah  E.  Taylor  and  Irene  Stith-CoIeman.-Balancing  competing  health  needa,  fay 
Marilyn  J.  Littlctjohn. 

Roagan,  Michael  D. 

Curing  the  crisia:  options  for  America's  health  care.  Boulder,  Colo.,  Weatview  Press. 

1992.  196  p. 

Reforming  the  health  care  system.  Issues  in  science  and  technology,  v.  7,  fall  1990:  6-8. 
10-11. 

ResponenU  to  Edmund  F.  Haislmaier's  article,  "A  Cure  for  the  Health  Care 
Crisis,"  include  Arnold  Relman,  Editor  of  the  New  England  Journal  of  Medicine;  James 
Todd,  American  Medical  Association  odicer,  Carl  Schramm,  Health  Insurance 
Association  of  America  president;  Bert  Seidman;  Michael  Bromberg;  Norman 
Rosenberg;  and  Robert  Bruoton. 

Regular  source  of  ambulatory  care  and  access  to  health  services.  American  journal  of  public 
health,  v.  81,  Apr.  1991:  434-438. 

"We  conclude  that  most  people  who  do  not  have  a  regular  source  of  ambulatory 
care  report  that  they  do  not  want  one,  and  the  ^obal  measure,  regular  source  of 
wnbulatory  care,  fails  to  identify  those  aociodemographic  subgroups  who  are  at  grea'^r 
risk  of  having  barriers  to  obtaining  a  source  of  continuity  of  care.  Therefore,  if  we  are 
truly  intereated  in  who  ia  at  risk  for  access  barriers  to  obtaining  continuity  of  care,  the 
reason  for  lacking  a  regular  aource  of  ambulatory  care  must  be  evaluated.' 

Rhodes,  Robert  P. 

Health  care  politics,  poli^,  and  distributive  justice:  the  ironic  triumph.  Albany,  State 
University  of  New  York  Preas,  1992.  339  p.  (SUNY  series  in  health  care  politics  and 

policy) 

Rich,  Robert  F.  Amould,  Richard  J. 

The  haalth  care  system  in  Illinois:  an  emerging  crisis  needing  urgent  care.  Illinois 
isausa,  v.  18,  Jan.  18, 1992:  18-23. 

"The  largest  single  problem  in  the  health  care  crisia  ia  the  mismatch  between 
people's  expecUtions  for  health  care  for  all  and  the  realities  of  what  the  health  care 
system  coats.  Illinois  as  well  as  the  rest  of  the  nation  must  develop  policies  that  result 
in  the  provision  of  some  minimal  level  of  health  care  services  to  everyone.  The  aource 
of  payment  for  that  system  must  be  carefully  worked  out  so  as  to  not  generate  more 
medically  indigent  by  increasing  levels  of  unemployment.  This  policy  must  be 
implementad  with  systems  of  incentives  that  generate  eflicient  levels  of  consumption 
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and  productioii.  Fioftlly,  w«  prob«bly  c«nDot  avoid  iapUoMntuig  •om*  form  of  formal 
Robtrto,  Carolyn  C. 

Robarta:  rwtructuriDg  tha  aytUm  will  btoalit  all.  Hotpitala,  v.  66,  Aug.  30, 1992: 
a$>29. 

Tha  r^-airmaivalact  daaignata  of  tfaa  Amarican  Hotpital  Aaaodation  tpaaki  about 
rMtructuring  tha  baalth  cara  dalivaiy  ayttam.  "Rattructuring  tha  dalivaty  iyitam 
opena  up  tha  poatibility  of  a  numbar  of  craativa  aolutiona  for  hotpitala  to  datign 
iotegratad  baalth  cara  dalivciy  sjrtUma  to  maat  indiTidual  community  na«da.  Along 
with  that  daciaion  come  numaroua  policy  iaauta,  auch  aa  irctai,  quality,  coat,  tort 
rafonot  and  ethical  contidarationa,  that  naad  to  be  workad  throu|^  but  tha  baalth  eara 
community  ia  vaiy  snthuaiactie  about  taking  on  thia  challanga." 

Rockefeller,  J^. 

Health  cara  reform:  proepecta  and  progrcaa.  Acadamic  medicine,  v.  67,  lifar.  1992: 


Tor  the  fint  time,  there  ia  a  atrong  constituent  calling  for  Uealth  care  reform. 
The  politiciana  and  the  health  care  community  mu<t  stop  ignoring  that  conctituen^ 
and  inftead  work  together  on  a  health  care  bill  to  head  off  the  coming  criaia.' 

The  Role  of  govemmeDt  in  health.  Health  aflkira,  v.  4,  wintar  1992:  7-118. 

ContanU.-  Federal/vUte  partnen hip  for  health  ityitem  rcform.-Political  evolution  of 
Federal  health  care  regulation.~The  Legialative  battle  over  health  tervicea  reaearch.- 
AHCPR  and  the  stratagy  for  health  care  rcform.-RoIe  of  Federal  waiver*  in  the  health 
poli^  proceea.-The  Courta  and  health  policy:  rtrtngths  and  limitationi.~Tba 
Influence  of  the  mafi  madia. 

Rovner,  Julie. 

Buah'a  plan  short  on  detaila,  long  on  ambition,  critica.  Congreaaional  Quarterly  weekly 
report,  v,  50,  Feb.  8, 1992:  305-309. 

Gives  "bi^ights  and  proposals'  on  the  President's  Feb.  6  'Comprehensive  Health 
Reform  Program,'  which  includes  measures  to  increase  access  to  health  care  and  to 
contain  coats,  changes  in  the  insurance  market,  and  propoaed  financing  methods. 


Congress  feels  the  pressure  of  health-care  squeeze.  Congressional  Quarterly  weekly 
report,  v.  49,  Feb.  16,  1991:  414-421. 

"Everyone  agrees  that  the  aystem  is  broken,  but  no  one  is  sure  how  to  fix  it.' 


Cost  of  Medicaid  puts  States  in  tightening  budget  vise.  Congressional  quarterly 
weekly  report,  v.  49,  May  18,  1991:  1277-1284. 

"Yet  the  more  lawmakers  and  administration  officials  look  to  Medicaid  as  a 
potential  savior  for  the  uninsured^  the  more  problems  they  find  with  how  it  is  carrying 
out  its  ori^nal  mission.  What  began  a  generation  ago  as  a  program  to  help  the 
nation's  pooreat  people  ia  being  overwhelmed  by  forces  that  its  planners  iMver 
expected." 

Rowland,  D.  Lyons,  B. 

Triple  jeopardy:  rural,  poor,  and  uninsured.  Health  services  research,  v.  23, 1989: 


Rural  health  care:  innovation  in  a  changing  enviroiunent.  Edited  by  LaVonne  A.  Straub 
and  Norman  Walxer.  Westport,  Conn.,  Praegtr,  1992.  218  p. 

Rx  for  America's  sick  national  health  care  system:  what's  wrong,  the  alternative,  and  how 
to  begin.  Christianity  and  crisis,  v.  61,  Sept.  23, 1991:  267-295. 

"This  special  issue  contains  a  variety  of  articlsa  and  reviews.  Some  writers  report 
on  successful  grassroots  eCTorU  to  increase  health  care  coverage  and  access  to  both 
information  and  services.  Other  writers  speak  of  their  concern  that  reforms  based  only 
on  access  and  financing-and  not  also  on  fundamental  rethinking  about  what  health  is 
and  the  cauaea  of  disease-will  in  the  snd  prove  illusory.' 
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Swdnum,  B«rt. 

Curinff  U^.  btsfth  ear*  ill*.  WMhingbm,  Nationa]  Planning  AModatioo,  1991.  90  p. 

Thia  raport  araminta  *tha  natioo'a  moat  important  baalth  can  probtaiBa,  tba 
propoaala  for  daaling  with  tbam,  and  tbt  aolutiona  that  tha  NAR  [Committaa  on  Naw 
Avarieaa  Raalitiaa]  Mi^t  ttwmiiif  to  halp  eurt  tha  eurrtnt  tyatam'a  m^br  dafacti  * 

Sharman,  Daborab  J. 

Thanafllaetadhaalthearanaadaofatraatjrouth.  PubUe  haalth  rapocta,  t.  1C7, 
Jufy-Auf.  1992:  4SS-440. 

"Straat  youA  vara  found  to  bava  a  graatar  numbar  ofproWtma  both  plqraieal  and 
paycholo(pgal«-<han  tha  yoaral  adoliaeant  population.  ICflMiak  babariora,  auch  m 
drug  abuaa  and  (ailura  to  uaa  coodoma  durinf  mx,  maka  this  populatkxi  aapadally 
vulnarabia  to  aaxuaUjr  tranamittad  diaiatii,  inrhtdini  human  immunodafieiancy  Tinia. 
Tha  potantial  iapaet  on  pubtie  baalth  ia  anomoua.  Adaquata  aecaai  to  baalth  aarvicM 
naada  to  ba  ■ddrimJ  la^alatiTify * 

Shultx,  Paul  T.  KarM^Sobartll 

Cuirant  dairalopmantt  in  amplqyaa  banaGta.  Emptoyaa  ralationf  law  journal^  v.  16, 
aunoMT  1990: 107-114. 

Thia  articia  takaa  a  doaar  look  at  what  the  (Pepper)  Coauniaaion  propoaad,  why  it 
(ailad  to  build  a  atrong  baaia  for  lagiilation,  and  wfaara  health  ear*  policy  nii|^t  ba 
beaded  froaa  here.* 

Solovy,  Aldan. 

Health  eare  in  the  1990a:  foracaata  by  top  analyrta.  Hoapitala,  v.  63,  July  20, 1989: 
34-40,  42,  44,  46. 

"Ho^tala  leaembled  a  team  of  induatiy  experta-bankara,  credit  analyete, 
economiata,  health  care  axecutivaa,  and  a  Aituriat^-bold  enough  to  proride  hard 

foracaata  of  12  key  economic  and  finarrial  indicatore  Raaulta  of  tha  compoaita 

for  ec  eat  range  from  tha  opactad-auch  aa  health  eare  aa  a  percent  of  the  GNP 
continuing  ite  riaa~to  tha  frtghtaningHMcb  m  inflation  in  the  goode  and  aarncaa  uaed 
by  boapitala  riaing  by  a  compound  i^nwth  rata  of  rou|^  32  percent  through  1996.* 

Steuaria,  C.  Eugene. 

BegKind  paralyaaa  in  health  poU^  a  propoaal  to  focua  on  children.  National  tax 
journal,  y.  4S,  Sept  1992:  367-368. 

"Iha  baaie  alementa  of  tha  plan  ar*  tha  following:  provida  a  credit  or  inoucber  that 
ia  auflksent  in  etae  to  provide  a  moderaU  Inauranea  policy  for  all  ehildran  in  America; 
requix*  moet  an^iloyeri  to  offer  plana  that  would  maka  uae  of  thia  voucher,  and  impoae 
a  aurefaargi  (reflected  in  tax  withholding  aehadulea)  for  tboae  adulta  who  (ail  to 
purrhaaa  inauranre  for  either  their  dependent  ehildran  or  thiMiWae. 

Strauaa,  Anaehn  L.  FagMfaaui^  Shinako.  Sucaak,  Baibara. 

AIDS  and  health  eare  defidenciea.  Society,  t.  28,  Ju^rAug.  1991:  62-73. 

Highlighte  defidandea  in  tha  American  health  eare  ayrtem  and  their  impact  on 
tha  care  oTAIDS  patianta.  *AraM  of  deOdeocy  Indude:  1)  hocae  ear*;  2)  diffieultiea  of 
managing  new  phaaea  of  illneaa  (brought  about  througfa  inrreaaiii  medical  knowledge 
and  improved  terhnntogy);  and  3)  inaqiialitiea  in  gaining  aeeeaa  to  health  care.* 
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SulHvtn,  JoMph  M. 

HMlth  ear*  rtfomi:  toward  a  baalUuar  aodatjr:  an  addrtaa.  Hotpital  k  haalth  aarrieaa 
adBuniatratioD,  t.  37,  wintar  1992:  619-532. 

Thia  reriaad  lactura  to  tha  Amarican  CoUaga  of  Haalth  Cara  Esaeuttrta  Concrtaa 
on  Adminiatration  hy  Biabop  SuUivan  ai^piaa  that  *wa  hava  to  mova  bayood  tba  Naw 
Fadaraliim,  which  mm  a  auphamiam  for  raturtiinf  problam  aolrinf  to  tba  atataa 

without  raaourtaa  Wa  naad  atr\i«tura]  ehaoft  On  haalth  eara],  and  thia  can  ba 

broui^t  about  coij  if  wa  opt  for  coaipaaeion  and  aolidarity.  Tba  rafom  wa  aaak  ou|^t 
not  only  to  achirra  a  hi^i-^iuality,  aCDdant,  and  affaetiTa  haalth  eara  ayatam,  but  it 
ou|^t  to  ba  a  forea  for  haalinf  aodaty,  for  makinf  Aaoariea  a  jxtat  and  oompaaaionata 
nation  in  which  wa  all  baeoma  ra^oniibla  for  aach  othar.* 

Sullivan,  Louia  W. 

Tba  dialofua  on  haalth  eara  reform.  Labor  law  journal,  t.  42,  Oct  1991:  661-667. 

"Whila  many  uninaurad  do  not  hava  aeeaaa  to  cara,  a  aignificant  pareantaft  of  tha 
uninaurad  do  racaiva  cara  or  can  afibrd  cara  if  naadad.  Until  tha  dabata  moraa  from  ita 
focua  on  Hha  uninaurad,'  to  a  focua  on  tha  itaua  of  'aecata'  itaalf,  i.a.,  raal  and  affactiTa 
accata  for  tha  poor  and  tha  non^poor,  audi  aa  thoaa  living  in  urban  araaa  and  tboaa  in 
rural  araaa,  wa  cannot  raach  conaanaua  on  tba  aaaantial  challangi  of  aaauring  aeeaaa  to 
quality  cara  for  thoaa  who  cannot  afibrd  it" 

Summar,  Laura. 

Limitad  accaat:  haalth  eara  for  tha  rural  poor.  Waahington,  Cantar  on  Budget  and 
Policy  Prioritiaa,  1991.  106  p. 

Contanta.— Haalth  itatua  of  rural  and  urban  rMidenta.~Tha  uaa  of  haalth  cart 
Mrrieaa.-nia  availability  of  health  cara  providara  in  rural  araaa.~HaaIth 
inauranea.-Fadaral  haalth  programa  for  low  income  raaidanta  in  rural  araaa.^Hia 
Medicaid  program. 

U.S.  Commiaaion  on  tha  Future  Structure  of  Vetarana  Health  Cara. 

Proceeding:  tha  price  of  freedom  i»  vieible  here.  Parte  1-4.  Waahington,  Tb» 
Conuniaaion,  1991.  4  v.  ai42, 2162,  2734,  631  p.) 

Haarinp  held  June  1990-Uey  21, 1991,  in  Waahington,  Chicago,  Boaton,  Tampa, 
FL,  and  Loa  Angilaa. 

U^.  Congreee  Houaa.  Committee  on  Education  and  Labor. 

Ovaraii^t  hearing  on  national  haalth  care  reform.  Hearing,  102nd  Congreee,  2nd 
aeeaion.  May  7, 1992.  Waahington,  GP.O.,  1992.  106  p. 
"Serial  no.  102-104' 

U.S.  Congreee.  Houae.  Committee  on  Education  and  Labor.  Subcommittee  on  Labor- 
Management  Relatione. 

Field  hearing  on  health  care  ecceee  ieauea.  Hearing,  102nd  Congreee,  let  aeaeion.  Nor. 
2,  1991.  Waehington,  O.P.O.,  1992.  124  p. 

"Serial  no.  102-83' 

Hearing  held  in  Great  Falla,  Mont 

U.S.  Congreee.  Houee.  Committee  on  Energy  and  Commerce.  Subcommittee  on 
Commerce,  Conaumer  Protection,  and  Competitiveneaa. 

Acceee  to  health  ineuranca.  Hearing,  10  let  Congreee,  2nd  eeaeion,  on  HJL  2649 
[Federal  Health  Ineuranca  Equit  Act  of  1989] ...  September  19, 1990.  Waahington, 
GP.O.,  1991.  272  p. 
-Serial  no.  101-212." 


Pepper  Commiiaion  report  (parte  1-2).  Joint  bearing  before  the  Subcommittee  on 
Commerce,  Conaumer  Protection,  and  Competitiveneea  and  the  Subcommittee  on 
Health  and  the  Environment  of  the  Committee  on  Energy  and  Commerce,  Houae  of 
Rapreaentativaa,  lOlat  Congreee,  2nd  eeeeion,  Apr.  2^une  14, 1990.  Waahington, 

G.P.O.,  1990.  2  V.  (176, 193  p.) 
Sarial  noa.  101-144, 101-182. 

Heering  on  the  reeommendatione  of  the  Pepper  Commiaeion  regarding  acceee  to 
health  cara  and  implicatione  for  the  private  health  ineuranca  lyetem. 
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VS.  rmurm  Houm.  rwMM>Ni  oa  Eoarcr  ao4  CniMtrpi.  fluhnn— littti  oa  HmIUi 
— <tfa»lMiiii;iiiMirt 

HiM«mt«a»m.  HMffk^ lOM Coogr^m, lat ■iiiion  WMUngtom O JP.O^ IMX 

HMtfc^  ImK  Ju^y  10,  Ifl-tha  wto  of  imictio^  July        i  m  iih  far 
rnm^Mf  Ml  ftiiiiif  r— nrp:       Tl  '^'nrr-TtiTif  rrtr-'^'-TTr 

US.  Cw^pPiM.  npMW,  rn—ittii  nn  ffwill  tiirimw  WiilmnMHMi  €tt  tfiUtion, 

HmI&cm*.  HmHoc  IMo* Coogiat,  IM ■■■ion  Dw.  10, 1901.  W-hlngton, 
OJPX>.,1001  Up. 
*Mano.l<Mr 

UjEL  Coc^prMB.  Houm.  CooMuttM  «tt  tb*  Budfit. 

HMkh«inicoitaad*eeM«.  HMriac;  lOSad  CoofrMg,  Ut  sMioo.  Jum  19, 1991. 
WMhiagtoii,  OJP.O.,  1991.  S32  p. 
-8«W  BO.  109-17- 

U3.  Codfrtw.  Houm.  Cooimitt—  oo  ibm  Budftt  Tcok  Forot  oo  Humo  Rmouiom. 
H—hh  MM  rriair,  iwribl^Mt  of  coot  md  ■«><■.  HMrinji,  lOlot  CotifroooT  lat  OMiioo. 
Oct.  31  and  Nor.  S,  1990.  Waahiactoe,  O.P.O.,  1991.  16S  p. 
'8Miiino.&*ir 


HoahhMrt  rrioir  pcoblwaaof  eoatandaec^M.  HMrinji,  lOlat  Cooffwrn,  2nd  aaioioD. 
Auff.         1990.  WMhlu^on,  QP.O.,  1990.  1S6  p. 
-8mlno.&*10- 

IfMrii^  bald  in  Tnm»  aad  ModMto,  Calif. 


Hcoltfa  can  crioia:  pcobUoia  of  coat  and  aeooM  for  ehildraa  of  color.  Haariof,  lOlat 
Coognat,  Sod  aMrioo.  Nor.  19. 1990.  W«hiii(too,      .O.,  1991.  82  p. 

^Ma  DO.  s-is- 

VS.  Co«)ft«aa.  Houm.  CooifluttM  oq  Ways  and  lioana. 

Haalth  can  eoMraft  and  eooto:  »^or  tacwUttvt  propoaala.  Washingtoo,  G J*.0.,  1991^ 
91  ^ 

At  haud  of  tick:  102d  ConfraM,  lat  MiaioQ,  fyrnimitlM  print,  WIICP:  102-21 


Praaidnt'a  propoaala  on  hMltfa  mm  rtform  and  tha  fiacal  yaar  1993  Haalth  and 
Hunan  SanioM  budfit.  Haarin^  102nd  Coopaat,  2nd  oMtton.  Waahington,  G P.O., 
1992.  709  p. 

-Swial  102-09- 

HMrinr  bald  Fab.  90-lfar.  6, 1992. 

UJS.  CongTMi  HbuM.  GommtttM  on  Ways  and  Ifaana.  SubcommittM  on  HMlth. 
AcriM  to  bMlth  inauranea.  Haarinf;  102nd  Congraaa,  lat  aaision,  btld  in  Hartford, 
CoMMCtieut,  Pafaruaiy  2S,  1991.  WMhingtoti.  Gf  .O.,  1991.  ir,  169  p. 
"Svial  BO.  1024.- 

XJS.  Confr>M  Houm.  fftltrf  fVTininintt  im  4r*^c 

Butldinf  an  AoMrican  hMltb  igrvtMi:  joum^  toward  a  baaltfay  and  earinf  Amarica. 
Haarinc  lOlit  ConrMa,  lat  nawon.  Nov.  9, 19S9.  WMhington,  Gf  .O.,  1990.  199  p. 
"Coaui.  pub.  no.  101>7Gr 


Buildinf  an  Amarican  hMltb  ■jratam:  joumay  toward  a  hMltfay  and  caring  Amariea. 
Baport,  lOlat  CoograM,  2nd  aMaioo.  Waihington,  QP.O.,  1990.  21  p. 

At  hand  of  titk:  ^^mitttt  print 

"Comm.  pub.  no.  101-740" 
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Hifpanie  htalth  cart:  todi(y'«  •bam*,  tomorrow**  cruU:  joint  bMriof  b«fon  tb«  S«l«ct 
ComnuttM  oa  Afinf  and  tb«  CoofrMMOul  Hupanie  Caucus,  I02d  CoDgrata,  lit 
aMMOo,  Sn>tombar  19, 1991.  Waihinfton,  for  aal*  by  tba  Supt  of  Doca.,  Q J>.On  1992. 
276  p. 


Tha  DMd  for  U.S.  baalth  rafonn:  ummurad  and  duronically  ill  AnMricam.  Joint 
baarinc  bafora  tha  Salact  Comnuttaa  on  Afinf  and  tha  Subeonumttaa  on  Haalth  and 
Lonf-Tcrm  Cara  of  tha  Salact  Conumttaa  on  Afinf,  Houaa  of  RapraaanUtivaa,  102Dd 
CooffMa,  2nd  tMaion.  Fab.  6, 199iL  Waahinfton,  GJ^.O.,  1992.  Ifi9  p. 
'Afinf  comm.  pub.  no.  102-465" 

U.S.  CoDfrast.  Houaa.  Salact  Committaa  on  Afinf.  Subeonumttaa  on  Haalth  and 
Lonf-Tarm  Cara. 

Tba  nation'*  health  cara  criais.  Haaring,  102nd  Confrata,  l«t  atation.  Oct  26, 1991. 
Waahinfton,  GJ>.0.,  1992.  91  p. 

■Comm.  pub.  no.  l02-83r 

Htarinf  h«Id  in  VIiddl*burg  Hei^ti,  Ohio. 

VS.  CoDfrata.  Houaa.  Salact  Conumttaa  on  Afinf.  Subcommittaa  on  Houainf  and 
Conaxunar  Intaraata. 

Htalth  cara  for  all  ftoarattona.  102od  Congmi,  2nd  Mction.  Waahington,  GP.O., 
1992.  109  p. 

At  haad  of  title:  Committaa  print. 

"Conun.  pub.  no.l02-86C 

Briefing  held  Jan.  26, 1992,  in  Chattanooga,  TN,  wu  "printad  for  informational 
purpOMa  only.  It  dota  not  reprcMUt  either  Cndingi  or  recommendatione  adopted  by 
tbia  Committee.' 

VS.  Congraaa.  Houaa.  Select  Committaa  on  Afinf .  Subcommittee  on  Retirement  Income 
and  Employment. 

Amarica'e  frowinf  criaia:  aeceae  to  afTordabla  health  care.  Hearinf,  102nd  Congraaa, 
2nd  aeeeion.  Sept  4, 1992.  Waahington,  GJ>.0.,  1993.  137  p. 

Hearinf  held  in  Vineland,  N  J. 

-Comm.  pub.  no.  102-896' 


The  crisie  in  rural  health  care:  problems  of  acceas,  afTordability  and  quality.  Hearinf, 
102nd  Congraee,  lataeaeion.  Auf.  16, 1991.  Waehinfton,  GJ>.0.,  1991.  263  p. 

'Comm.  pub.  no.  102-827* 

Hearinf  held  in  Boiee,  Idaho. 

VS.  Confraae.  Houea.  Select  Conumttaa  on  Afing.  Taek  Force  on  the  Rural  Elderly. 
Health  cara  in  rural  America:  the  praeeing  need  for  reform.  Hearinf,  102nd  Confraee, 
let  aeeeion.  Sept  4, 1991.  Waehinfton,  G.P.O.,  1991.  243  p. 

"Comm.  pub.  no.  102-S32.' 

Hearinf  held  in  Edgefield,  S.C. 

VS.  Confreaa.  Houaa.  Select  Committaa  on  Children,  Youth,  and  Familiee. 

Tba  changinf  face  of  baalth  car*:  tha  movement  toward  umveraal  acceec.  Hearinf, 
lOlet  Confreaa,  Ist  aeaeion,  Dec.  11, 1989.  Waehinfton,  GJ*.0.,  1990.  201  p. 
Hearinf  held  in  New  Haven,  CT. 


Health  cara  reform:  how  do  women,  children,  and  teens  fare?  Hearinf,  102nd 
Confreas,  2nd  eeaeioo.  UayS,  1992.  Waahington,  GJ>.0.,  1992.  227  p. 

VS.  Congreae.  Joint  Economic  Committaa.  Subcommittae  on  Education  and  Haalth. 
Tha  future  of  health  cara  in  America.  Hearinfi,  lOOtb  Congreea,  2Dd  aeaaion.  ParU 
1.2.  Waahinfton,  QJ>.0.,  1989.  2  v.  (Haarinp,  lOOth  Confreaa,  2Dd  aeeatoo,  S.  Hrc . 
100-1038.  pto.  1-2) 

Hearinp  heM  May  34una  23, 1968. 
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1872[B«ttarAMMtoAfZcMd^HMhhC««Aetori99U  M.90,1992. 
W«Aiiiftoci.OP.O,l»2.  a06p.  (HMcinftS^iiito.  102nd Coi^^ and •M«oo,S. 
Hrg.  102-712) 


HMlth  can  to&U  tnd  Uck  oCaeeM  to  hMlth  influnuM.  HMkring^  102ckI  CoogrMt,  1st 
MMion.  Put*  1-2.  Aiir.»Jum6,1901.  Waihmcton.  Of  .O^  199L  2  (368, 132  p.) 
CHtMin^  8w>f,  102nd  Coogrtw,  It  ■■■wnn,  8.  Hry.  lOg-Si,  pto.  1-2) 


Buxal  hMlth  cm  oM*.  HMrm«^  lOUt  CoofTM,  2nd  mwoo.  Juot2,1990. 
Wadiiugtoii.GP.O,lW0.  136p.  (HMrioft  S«Mt».  lOlit CoofTM*, 2nd .Mrioo, S. 
Hrc.  101-1149) 

HMcinyi  bald  in  Sioux  Falls  and  Rapid  Otf,  SD. 

US.  Coocrass.  Ssnata.  Coaunittss  on  Finanea.  Subeomauttaa  on  Haalth  for  Familias  and 
tha  Unioaurad. 

Coopcabaiwv*  rafonn  of  tha  haalth  eara  systam.  Haannfi,  102iyl  Congraaa,  lit 
Maaioo  on  S.  1227  CHadthAmsrica:  AffordaMa  Haalth  Cars  for  All  Anaricama  Act]  and 
S  1669  OnqvovasnanU  to  tha  HaalthAmariea  Act  of  19911.  Stpt  23-30, 1991. 
Waahinfton,  O  P.O.,  1992.  218  p.  (Haarini^  Saoata,  102nd  Cooctaas,  1st  aaaaioo,  S. 
Hrg.  102-462) 


Efbetofhaaith  cars  eostsoo  tha  acooomy.  Haaring,  102nd  Congraat,  2nd  aaasion. 
14^18,1992.  Wadiinfton. GP.O.,  1992.  73p. 

-Tha  hatfwftodiy  will  i^on  ^  pcoblaiM  that  ampk^ara  ara  fiaemg  with  high 
haaith  eara  coata  and  tha  impact  that  that  is  bavinc  on  Amarican  workars  and 
coMuaan,  and  also  tha  ability  of  oureompaniaa  and  our  workars  to  compaU 
affactmiy,  both  ban  in  tha  Unitad  Stataa  and  omaaas.' 


HaalthAmariea:  aflbcdabia  haalth  cafs  for  all  Americana.  Haaiin^  102nd  Congraaa,  1st 
saasiooooaU27.  Sapt.6.1991.  Waahington. Gf .O.,  1992.  182p.  (Haaring, 
tSaoaU,  lQ2nd  Coogiass,  1st  aaaaiom  S.  Hrg.  102427) 
HMring  bald  in  Ea«t  Lanainit  ICch. 


Haalth  care  for  tha  lumwirtd,  HeArin^  101st  Congraaa,  1st  and  2nd  aeastons. 
June  19, 1969.Apr.  18, 1990.  Waahington,  OP.O.,  1990.  2    (1126. 308  p.)  (Having, 
Saoata,  101st  Congm,  lat  and  2ad  aaasions,  S.  Hrg.  101-G66.  pts.  1-2) 
Hatting  hdd  in  Waahington,  D.C.,  Southfiald,  MI,  and  Warrtn,  Mich. 


Rafonn  of  tha  health  cars  system.  Hearing.  102nd  Coograas,  lat  station.  Feb.  26. 
1991.  Wsahingtoo*  Of.O..  1991.  139  p.  (Htaring.  SanaU,  102nd  Coogreet,  1st 
tetaioD,  S.  Hrg.  102-168) 

Include*  GAO  &etebeet,  'A  Profile  of  the  uniiMured;  GAQ/HRD-91-31FS, 
&-241836.* 

\3S.  Coograta.  Senate.  Committee  on  Finance.  Suboonmittae  on  Medicare  and 
lonc-Tsra  Cars. 

Rural  health  eara.  Hearing.  101st  Congraaa,  1st  session.  Uqr  19, 1989.  Washington, 
for  sale  by  the  Supt.  of  Doca^  Of.O.,  1990.  102  p.  (Hearing.  Senate.  101st  Congreea, 
1st  aaaaton,  S.  Hrg.,  101-490 J 

U.S.  Congraaa.  Senate.  Committee  on  I^bor  and  Human  Reaourcaa. 

Hie  American  health  care  criaie:  a  view  firom  four  eommunitiea.  Hearing.  101st 
CooptaB,lataeaaion.  W^iingtoo,  Of.O.,  1990.  234  p.  (Hearing.  Senate,  101st 
CongrsM,  1st Beesioii,S. Hrg.  101-622)   .  ^.  ^ 

Hearing  held  Dae.  11. 1969,  Bronx,  N.Y.;  Dec  12, 1989.  Loe  Angtlee.  CA;  Dec.  13. 
1969,  Maplcwood,  MO;  Dec  14. 1989.  Sparta,  GA 
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CoMprthMMhr*  bMiHh  r*rorm:  HtdthAaeMrkft  tnd  th«  *dmimctr«tioa  propoMl. 
KMrixM;  102Dd  Coaiprmt,  3od  mmhoo.  Mat.  4, 1992.  WMhington.  GP.O^  1992.' 
lUp.  (HMring, 3<n»t>,  lOand Cooffw, 2nd mwop, 8. Hrg.  103^15) 


TWbMJthc«r«crMift:«r«porttotlMA]Mtk«&p«>p)«.  WMhinfton,  GP.O.,  1990. 
70 p.  (Print,  SmUt  lOUt CoocTMt,  2od  ■■■■ion,  eocomittM  print,  8.  Prt.  101-100) 

Partial  cootaott.-TlM  uaiimirtd  and  unMn0UMd.~Loof>t«nt  car«.**Biainc  eoat 
of  haalth  cara.~Faiting  financial  eoodition  of  hMltb  inatitutiooa.-Dcuf*  and 
AID6.~'nia  criMS  in  Ntw  York  Ci^  tba  twin  •pidamiea  of  AIDS  and  drufi  add  to  tha 
•train  of  an  ofvariiurdaiitd  qr*tMB.~Loa  Anf^>*'nia  criais  in  St  Louia.-'Sparta, 
Qaoffia:  tba  haaftli  eara  criaia  in  rural  AMariea. 


Tba  baatth  cart  crisia  and  tba  Amarican  family.  Haaring,  102Qd  Confraaa,  let  aaaaion. 
Jan.  10, 1991.  WMhinfton,  GP.O.,  1991.  122  p.  (Haarinc  Sanate,  lOSnd  Confraaa, 
lat  aaaaion,  S.  Hrg .  102-38) 


Pappar  CosusiaaioD  racommandatiooa  on  univanal  baalth  care.  Haaring,  lOlat 
Concraaa,  2nd  aaMion.  Apr.  6, 1990.  Waabington,  GP.O.,  1990.  182  p.  (  Haaring. 
Sanato,  lOltt  Concraaa,  2nd  aaation,  S.  Hr(.  101-859) 

VS.  Congraat.  Senate.  Committea  on  tha  Budgat 

Criaia  in  rural  haalth  cara.  Hearing  lOlat  Congraaa,  lat  aaaaion.  Fab.  13-16, 1989. 
Waahington,  GP.O.,  1990.  452  p.  (Haarini;  Sanata,  lOlat  Congraai,  lat  ataaion,  S. 
Hrg.  101-i80) 

Haaringa  bald  in  Fargo,  Grand  Forki,  and  Uinot,  NO. 

U.S.  Congraaa.  Sanate.  Pappar  Commiacion. 

Accflta  to  bealtb  and  long-term  care.  Hearing,  10  lat  Ccngraai,  lat  aeaiion.  Part  1. 
May  25, 1989.  Waabington,  GP.O.,  1990.  197  p.  (Hearing,  Sanate,  lOlat  Congraae, 
lat  aeaaion,  S.  Hrg.  101-968) 

Haaring  bald  in  St  Louis  Park,  Uinn. 


Buainaaa,  labor,  and  conaumart:  viewa  on  bealth  care  and  long'tenn  care.  Hearing, 
lOlat  Congraaa,  lat  aaaaion.  Part  3.  July  6, 1989.  Waihington,  GP.O.,  1990.  85  p. 
(Hearing,  Sanate,  lOlat  Congrtaa,  lat  aMaion,  S.  Hrg.  101-978) 
Haaring  bald  in  Cincinnati,  Ohio. 


A  call  for  action:  supplement  to  tbe  final  report  Washington,  GP.O.,  1990.  241  p. 
(Print  Senate,  S.  Prt  101-115) 


Health  care  in  rural  America:  tbe  frontier  perspective.  Hearing,  lOlat  Ccngreaa,  lat 
saaaion.  Part  2.  June  28, 1989.  Washington,  GP.O.,  1990.  211  p.  (Hearing,  Senate, 
101st  Congraaa,  1st  aesaion,  Siirg.  101-969) 
Haaring  bald  in  Uiaaoula,  Mont 


Tba  insurance  industry  and  acceas  to  health  care  and  long-term  care.  Hearing,  lOlat 
Congraaa,  1st  aaaaion.  Aug.  21, 1989.  Washington,  GP.O.,  1990.  76  p.  (Hearing, 
Sanate,  lOlst  Congraaa,  1st  asaaion,  S.  Hrg.  101-988) 
Haaring  bald  in  Daa  Moinea,  lA. 


Long-term  care  and  accsas  to  baalth  cara:  examining  the  scope  of  the  probltma. 
Hearing,  101st  Congreaa,  1st  aaaaion.  Part  7.  Sept.  21, 1989.  Washington,  GP.O., 
1990.  209  p. 


Options  in  accaaa  to  baalth  care.  Hearing,  101st  Congress,  1st  aaaaion.  Part  9. 
Oct  24, 1989.  Washington,  GP.O.,  1990.  777  p.  (Hearing,  Sanate,  101st  Congreaa, 
1st  aaaaion,  S.  Hrg.  101-700) 


450 


rriMiin^nn  mi  rmitmltiw^n  Mm\th  rart.  mm  TTingnM,  'hti  ttrfrn,  -i  

hMltIicM«M>4kNig4mcM*i)raUiUMrie«».  Ite.  1,1990.  WMhinftoo,  OP.O., 
1990  Sip. 

Till  Fitum  TfiMi^nn  pnrjml  r  rn  vT-   ft^ 

tbraufli  •  Job  bMtdj^iWif  ■jtHit . . .  [Mid)  providM  all  AMricMM  cowtfi  for  bom 
•ad  cxMHUMty^tetd  k»c4m  cm  MTTiew  aoi  protMtkm  • 
ianyninf  hoMM.* 

Small  tnjainaM  bMith  eat*  prnWMnt  aoi  loorttm  cart.  Haarinc  lOlat  CoofraM,  Ut 
•MaioD.  Part  4.  Ju^9,19S9.  WMhioftoo,  OP.O.,  1990.  396  p.  (Haarinc  SanaU, 
lOUt  CodfraM.  lat  ■■■■on.  S.  Hcf.  101-992) 

U^.  Cofupraaa.  Saoata.  Spadal  Committat  oa  Aguif. 

AooM  to  cara  for  tba  Mmfy.  Haarin^  lOlat  CoofraM.  lit  aMoa.  Auf .  7. 1989. 
WMhingtoB,  OP.O.,  1990.  69  p.  OUaraic  Swiata,  lOlat  ConpaM,  l«t  aaMioo,  S. 
Hrf.  101-«80) 

"Sarial  no.  101-7" 

HMrinc  brid  ia  AlMHaan,  SD. 


Impnmnff  aocMa  to  prinaxy  baalth  cara.  H«arit«  lOlat  Coo^nm,  2nd  aowion. 
Auf.  2S»  1990.  Waahinctoo,  OP.O.,  1990.  ISl  p.  (HmHuCi  Sttnate,  lOlat  CongraM, 
2ad  aMatoa,  S.  Hrf.  101-1272) 

HMriaf  bald  ia  Albuqutrqua,  N.  Ubl 

"Sarial  no.  101-29' 

U.S.  GaMralAfieountinffOtOca. 

Aeatm  to  baalth  cara:  Stataa  rtapond  to  erowinc  criaia;  rtport  to  coDgraMtoaal 
laquartara.  Juna  16, 1992.  Wa«hin(toa.  G  AX).,  199Z  32  p. 
'GAQ/HRD-92-70, 0-246960" 

Daaeribaa  comprahanHva  ptaoa  to  providt  \miver«al  accan  to  covtrafB,  programa 
to  axtand  accaM  to  aptctfic  froupa,  and  affortt  to  ooatrol  cotta  hy  rafonning  payment 
BMcbaniMw.* 


Haalth  cara:  Umitad  Stata  aObrta  to  aMure  quality  of  cara  outaidt  boapitali ;  zaport  to 
tba  cbairaan,  Subcommittaa  on  Htaltb  and  Long-TenD  Care,  Select  Committee  on 
Afinc  Houat  of  RapraaenUtiTea.  Jan.  30, 1990.  Washington,  OA.O.,  1990.  66  p. 
"G A0/HRD>9a^  B.236203" 

Offeca  information  on  *Stata  quality  mmitrnt  actantiee  oonoeming  (1)  licaDaing, 
impaction,  and  anforcamant  for  16  typae  of  freeatanding  providata  and  <2)  inepacUon 
and  enfoccament  activitiai  for  health  maintenance  or^niaatione.* 


Quality  «Muranee:  a  comprabenatTe,  national  ftrategf  for  health  care  ie  needed; 
brial&nf  rapoft  to  the  chairman,  United  SUtee  Bipartiean  Commieeion  on 
Comprahenai^  Health  Cara.  Feb.  21, 1990.  Waehington.  GA.O.,  1990.  32  p. 
XIAQ/PBMD-90-14BR,  &>237a00r 

Delineatee  "four  alemente  m  eaeential  to  a  eompreheDeive  national  atratagy:  <I) 
national  praetua  guidelinea  and  atandarde  of  cara;  (2)  enhanced  daU  to  support  quality 
aeauranoa  activitiee;  (3)  improved  approachee  to  quality  ■■iiennint  and  aeeurance  at 
the  local  laval;  and  <4)  a  natkmal  (bcua  for  developing,  implementing,  and  monitoring  a 
national  qratem.* 


VA  health  cara:  medical  cantara  are  not  correcting  identified  quality  aaeurance 
proUaiM;  report  to  tba  Chairman,  Committee  on  Vetarane'  AITaira,  U.3.  SanaU.  Dec. 
SO,  1992.  Waahington,  OA.O.,  1992.  39  p. 
-QACVHRim-SO,  fr-26172r 

Warn  Aout  cnotinuing  prohlwm  ia  reporting  and  invaeti^ting  patient  inddenU 
and  <kKUMntiagtl»Mpervimon  of  resident  pbjaiciaoe.  Kaeomaands  both  tarftting 
known  iirohlem  araaa  and  visitation  fay  regional  offies  iaapaction  teama  to  inMira  that 
quality  Maiiranca  jit  wymm  tta  being  iaipTwaented  and  that  prablams  ara  being 
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VA  hM]th  cart:  um  of  privmU  proTidin  should  b«  btttor  controUtd;  rtport  to  the 
Chairman,  CoBuaittaa  on  VaUrant'  AflUrs,  U^.  SanaU.  Sapt  2B,  1992.  WaihingtoD, 

GJLO.,  1992.  23  p. 

-QAQ/HRD.92-109,  B-24994r 

"VA  did  zx>t  provide  adaquata  guidanoa  to  medical  centera  on  how  to  araluata  tha 
coat^ffactivanaaa  of  privata  cara  in  dacidinf  wfaatbar  to  authorixa  privata  cara  at  VA 

axpanaa,  nor  did  it  adequately  monitor  eantara'  uae  of  private  care  authorixatione  

Requirinf  authorixationa  for  private  care  to  be  baaed  on  economic  conaideratione  ia 
required  by  law  and  VA  policy.' 

U.S.  Preeident  (1989-1993  :  Buab) 

Tha  Praaidant'e  comprehenaive  health  reform  program.  Waahington,  QP.O.,  1992. 
94  p. 

Preeidcnt'e  plan:  'guaranteea  accees  to  health  insurance  for  all  poor  (amiliea; 
provides  insurance  tacurity  for  all  poor  familiee;  providea  inaurance  security  for  all 
Americans;  will  reduce  the  coat  of  health  insurance  throui^  migor  market  reforms; 
providea  new  help '  o  the  middle  class  to  pay  for  health  care;  encouragee  growth  of 
coordinated  care;  ii  Jcudee  m^or  malpractiea  reform  and  would  expand  aervicea  in 
undeeerved  areas.' 


Proposed  legialation-Kealth  Care  Uability  Reform  and  Quality  of  Care  Improvement 
Act  of  1991;  message.  Washington,  GJ*.0.,  1991.  46  p.  ( Document,  House,  102nd 
Congress,  1st  session,  no.  102>84) 

'A  draft  of  proposed  legislation  to  improve  health  care  delivery  system  and  ensure 
access  to  affordable  quality  health  care  throu|^  reduced  liability  coate  and  improved 

quality  of  care,  and  for  other  purposea  Message  and  accompanying  papera 

referred  to  the  Committees  on  the  Judiciaiy,  Energy  and  Commerce,  and  Ways  and 
Means.' 

U.S.  Public  Health  Service.  National  Vaccine  Program  Office.  Interagency  Committee  on 
Immunization. 

Action  plan  to  improve  access  to  immunization  acrvieas;  report  Washington,  The 
Committee,  1992.  42  p. 

Focuses  on  services  'for  pre'school  age  children  and  targeting  to  hi|^-risk  and 
hard  to  reach  populations.  To  accomplish  this,  the  Plan  emphaaizea  improving  access 
to  immunization  aervicea  throu|^  improved  coordination  among  Federal  health, 
income,  housing,  education,  and  nutrition  programs.*  Sets  out  responsibilities  of  tiyt 
Administration  for  Children  and  Families,  Centers  for  Disease  Control,  Health  Care 
Financing  Administration,  Health  Reaources  and  Services  Administration,  Indian 
Health  Service,  National  Institutes  of  Health,  National  Vaccine  Program  OCfice,  Oflice 
of  the  Surgeon  General,  Oflice  of  Minority  Health,  Dept.  of  Housing  and  Urban 
Development,  Dept  of  Agriculture,  and  Dept  of  Education.' 

Victor,  Kirk. 

Gut  issue.  National  journal,  v.  22,  Mar.  24, 1990:  704-707. 

"Health  care  coverage  and  costs-wbich  used  to  be  minor  items  in  the  rou|^  and 
tumble  of  collective  bargaining-have  rapidly  become  central  impedimenta  to  contract 
settlements.  Disputea  over  health  benefita  were  a  prime  factor  in  78  per  cent  of  m^or 
etriksa  involving  1,000  or  mora  workera  in  1989*-up  from  18  per  cent  only  three  years 
earlier,  according  to  a  study  by  the  Service  Employees  International  Union  (SEIU).' 

Wagner,  Judith  L. 

The  competitive  solution  and  the  health  care  problems  of  today.  Quarterly  review  of 
economica  and  buaineea,  v.  30,  winter  1990:  9&-100. 

This  article  examinee  how  well  the  competitive  solution  deals  with  the  five 
central  problems  of  ths  health  care  system:  (1)  almost  universal  lack  of  adequate 
hsalth  inaurance  for  nursing  homes  and  home  cara;  (2)  Medicaid'e  penurious  approach 
to  p^rment  for  health  services  for  the  poor;  (3)  the  emergence  of  a  dual  health  care 
system,  especially  for  children;  (4)  the  entrenched  waste  and  inefltciency  of  the  health 
care  system;  and  (5^  consumers*  inability  to  judge  the  quality  of  health  care.  The 
competitive  aolution  does  not  eliminate  any  of  these  problems~and  may  not  even 
improve  aome  of  tbem.' 
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WlMfc  hm  pxmmuA  dooe  to  our  bMlth  c«re?  WMhingtoo,  Cato  Instituti,  1992. 
nuf  book  wiU  b*  tvaiUbto  Utar  in  1W3. 

Wataoo,  Sidnajr  D. 

S«nvicoc«tiQf  titk  VI:  <k(«idinc  hMlth  ear*  ditdrimiDatioowt  abouldn't  ba  to  aaiy. 
Fot«iaai  law  rariaw,  t.  58,  Apr.  1990: 939^0. 

TliaAaiaricanhaalthcaraijiUataaitpriatntlyoparataaiaiwtmaatuaf 
xiaada    AMane«>  muMcitj  popiUatiott.  A  dafarwtuJ  atandard  of  juitifieation  allow* 
haattfa  eara  bminaw  to  eootmua  aa  uaual,  but  burinaat  aa  uaual  baa  not  mada  baalth 
eara  aooaanbla  to  Anariea'a  ninoritiaa.  A  burdan  of  juatifieatioQ  tiiat  focuata  on  laaa 
diaorimtnatocy  altarnati^  will  aocouraft  tha  daralopmant  of  naw  apptoachaa  to 
haalth  eara  Miainiatration  that  will  faalp  bcinf  Biinoritj  patianta  into  Marally  ftmdad 
haalth  eaca  propraaaa.* 

Waiabrodt  Burton  A. 

nia  Haalth  can  quadrileimna:  an  aaa^  on  tacfaoolofical  changa,  ioMranca,  quality  of 
eara,  and  coat  containmant  Journal  of  aeoooouc  Utaraturt,  v.  29,  Juna  1991:  623-562. 

Poaita  a  '^jmamie  interplay  of  incantiTae  for  tha  R  4c  D  aaetor  to  dartlop 
particular  kincb  of  oaw  tacfanologiaa>  the  roU  of  the  inauranca  lyftam  in  that  proeaia, 
and  tadprocally,  tha  long -nm  afTacta  of  naw  tachnologiaa  (any  naw  knowladfa  about 
haalth  eara)  on  tha  charactar  of  tha  baalth  eara  inauranea  ^yatam.* 

What'aaha«l  in  baalth  car*?  Buainaaa  A  baalth,    10,  Dac  1992:  32^,  3&40,  42. 

Contanta.-What'a  ahaad  in  baalth  eara  for  1993?,  by  Norma  Harria.-Employan 
plan  mora  auintin  coat<uttin(  aCratagiaa,  baoaGti  aunray  abow,  by  Norma 
Karna.~Ha«lth  eara  yroup  aina  at  eomakunity4)aaad  ayatama,  by  Staran  Findt^y. 

Whither  haalth  eara  raform?  Aroundtabla.  bauaa  in  aeiaoea  and  taefanoloor,  r.  9,  {all 
1902:  66-64. 

John  ImMwahr,  Waltar  B.  Uahar,  Tbaodora  R.  Uarmor,  and  Kobart  E.  MoCQt 
diaeuaa  tha  roiaa,  rc^pomibUitiea,  and  riaka  of  Amarican  ampk^ara  in  haalth  eara 
reform. 

Wl^eooaerrativaa  don't  talk  about  Aaarica'a  health  aystcm.  Waehinfton.  Democratic 
Study  Qrxntp,  1991.  66  p.  <DSO  apaeial  raport  no.  102-6) 

Cootaota.-A  tarminalb"  ill  baalth  gyw^m^-Coat  9t  quality:  bow  tha  Uoitad  SUtaa 
tompataa  with  other  natiooa.-Wl7  are  VS.  eoata  ao  much  hii^T 

Wiener,  Joahua  II  Enftl,  Jeannie. 

Improvinf  aoeeaa  to  baalth  aervieea  for  diildran  and  prefoant  woman.  Waahinftoo* 
Brookinfi  InatitutMo,  1991.  90  p.  (Brooking  dialofuaa  on  publk  policy) 

Wieoer,  Joahua  II  Hanky,  R^mood  J. 

Wnnera  and  loaara.  Brooking  renew,    10,  fall  1992:  46-49. 

TIm  pcaaect  ajratea  of  baalth  eara  in  the  Uoitad  Stataa,  with  ita  azploaiva 
inoaaaaa  in  eoata  and  growing  ttumbare  of  uninaured,  ia  both  unfair  and  financially 
utMuppofftabla  <mr  tha  loof  run.  Aa  a  raault,  poUcymakata  will  be  looking 
iiaieaaiiigUji  el  Ihe  nptinn  nf  relinnlng  and  the  derieinna  ft  nrpiine  ahmit  the 
alk>catiottofraaourcaabaCwaeulow^t«»cfaaotogyptimaiyea<aandhigM»fh 
macialtycatfa.  On  halaoea,  virtually  aU  latiofung  atfaamaa  wouM  maka  primary  eara 
mota  •Dcaaaibla  than  it  ia  now.  But  tha  key  queatioo  ia:  how  much  will  liapro»ameiite 
in  aaaeae  to  primaiy  eara  ba  at  tha  espeoee  of  bigMedmotogir  aerneear 

Wianaea  and  loaeie  in  taferming  tha  U3.  haalth  eara  ajatam  Waahingtoo,  Empk)yaa 
Benefit  Raaearcfalnetituta,  1991.  43  p.  (E8RI  apaeial  report,  SBrll) 

•fliliem  peyaw  and  diaeuaefao  tnm  tha  October  1990  EBBl-EHF  PoUey  Forum.' 

PMtiAl  eoQiaola.-'nM  wiU  to  change,  fay  Selwyn  Fainatain.~Winnar*  and  toaera  in 
refiirmiiH^tfaa  UjB.  baalth  care  qratam,  fay  Stapban  Loiig.-Health  eaca  rafom:  a  miaw 
of  five  flMarie  piopoaala,  by  ITirhael  A.  Moffiae|. 

Sidmy  WoUie:  tha  Pro^aaeiva  intarriaw.  Pinyeaeiva,  ▼.  67,  liar.  1993:  S2<34. 

^oeMbo^y  baa  to  look  out  for  people  who  are  being  manipiilatad  by  the  hoapitale, 
doetoca,  taauraaee  and  drag  eoaapaniae,"  aiya  Wol€i«  tha  hamatotogy  hinrheaiiat  who 
feundad  tha  Pufatie  Citiaen  Health  Bieiacrh  Qroup.  Wolfe  diacuaaaa  tha  health  eara 
eyalma      eunaat  publk  health  pcoblema  (n  an  intarriaw  with  Robert  Spare. 
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Y«t,DoDn«L. 

HMlth  ciort  ■COM  and  advocMj  for  immigrant  ancl  oth«r  undcrMnrad  •Id«ra.  Jour&al 
of  faMlth  cf  for  tbt  poor  aikl  undMMimi,  t.  2,  •prinf  1992:  44$>464. 

"Littto  i»  ioaown  about  baalth  accaat  and  advoeacf  for  cidart  of  eolor,  and  avan  laai 
ia  known  about  iamigrant  aldaia,  wboaa  i^owing  numbar  ia  tba        raaaooa  that 
alzaoat  ooa  of  avacy  thraa  oldar  pamoa  in  tba  V3.  hy  tba  yaar  3006  will  ba  an  aldar  of 
color.  Thia  papar  Mcploraa  a  numbar  of  aecaaf  barrian  laead  bj  undaraarrad  aldara» 
includinf  inaquitabla  lonf-tann  caia  aarvieaa  and  countarproductiTa  'eolorblind* 
^>proacbaa  to  carafivinc." 
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XL  lBMI(*inn>:THATtHBVDBAI«Q0¥BlNlIBfTaROULDOT 
OOMPSmBMnrS  NAtmUL  BEALn  DVUKANCS  TO  iOX 


Tte  Ifiiiin  tn^pnm  sod  it*  rol*  in  tlM  US.  hmHh  ear*  tjrtUM.  WMhiagton, 
Wkijlnj  II  Wwnftr  BwiMch  iMtitate,  IWl.  It  p.  OCBU  i«ua  brii^  oo.  116) 
If liinin  T*  tfat  krywt itogto  purchMtr  of  b— >tfi  ew  mnkm  in  th»  Unifd 

iiyjiMiiiait       rtOr*  aai  rliinpt  oaeMCTtof  in  iHakli  bwMflto. 

BuM^ftireimnfi.  StaU  kcMlMtunf,    19,  Ju^jr  19t2: 64»  67-60. 

*ni>  huUh  ctn  cniocfa  b«i  b»to  m^Hjy  biUtd  by  •eoooaitto  —  part  of  th« 
c>M»  a^MMi,'  — Hffif  it  •  nwinIgH  wmm  mmo(  tbt  votinf  mkUi*  dM  and 
Ihm  Spgrtaof  poor,*  aai  ciniMiqpmiHy  fiviac •  poUtknl  w6k»  to  uniaMrtd  Ammkm* 

niiiMithal,  TTrriit  Stino,JohnA. 

Wlioc«wforuiuiMutWp«mt?  IMiciJ  em,    29,  Jum  1991: 6(»«K). 

TTijiMi  I  Irr  nli  iwint  rath  nningimi patiwft  it  ■  trrpir  nf  inmaaincpnlirj 
iotoTMt.  Ill  Urn  pMt,  dt»  IhMfrtmw       himkwJ  M*|j»itof  factow  tafliimapf 
ptiyaicitti  eoQteeC  with  tmiawnd  p«ti«Qte.  TUt  attid*  atttmptt  to  bnd«i  thi«  in 
thahMlthamkMrMMitfaiittrttMrt.  Utiof  •  natioaal^  rtprtMotatxr*  atmpl*  of 
DflofedinJ  patitot  ck  phyiiciMM,  tb*  <tu^  wmXmi  muM  riitttim  in  ^hjmdan 
infoivtwmt  with  uainwnd  p«ti«nta  by  wpidaHtf  cUm,  MBploymtnt  it«tu«,  aitd  othar 
ytmiim  dMndviities.* 

HMhh,  hMJUi  iomram.  Mid  th<i  uniniund.  JAMA  (Journal  of  ttMAjMneao  If adkal 
Aaaodatiod],    366,  Juoa  12, 1991: 299M002. 

"Ilia  puxpoaa  of  thia  artida  ia  to  aa^vaai  a  paraooal  viawpotnt  that  au^t  ba 
uatfta  in  daai^iinfpoUctaf  to  ioiprova  tha  haaltfa  of  tha  Amarican  population 
ynphaiM  will  ba  pUead  on  tba  uaiHund.* 

Brown,  E.  S. 

AooMt  to  haalth  tsauraoea  in  tb«  Unitad  Stataa.  Ifadical  ear*  raviaw,  t.  46, 1989:  349- 
386. 

Brown,  Lawrtoea  D. 

Hm  oaadicalix  uninaurad:  probtana,  policiaa,  and  politiea.  Journal  of  haalth  politica, 
policy  and  law,  r.  16,  auauiMr  1990:  419^tM. 

*n>a  ranka  of  tba  madical^  unioaurad  hava  grown  atfoifieaatly  in  racant  yaart, 
but  no  ronaanaiia  on  a  policy  aohition  haa  amarged.  Aftar  Mimmariiinf  tba 
eharactariatioa  of  tba  uninMrad  population,  thaa  papar  rariawa  divaraa  policy  ratpooaaa 
and  thair  troubUd  political  proapacta.* 

CoMar,John.  UuaUar, Kaith. 

Comlataa  of  haalth  inauraneacov«raca:aTidanea  from  tba  Uidwaat  Journal  of  haalth 
aara  for  tba  poor  and  undwaarvad,    3,  fiUl  1992: 906^. 

*nia  Uidwaat  ia  oftaa  orariookad  in  national  atudiaa  of  haalth  iiMuranoa  atatut. 
Wa  analyatd  tba  aeooeaue  and  aocaal  cfaametariatiea  of  uainaurad  and  uadarinaurad 
individuala  and  houaahotdi  in  a  Uidwaatara  aUto  iMiof  both  bivariato  and 
Muhifriaito  tachniywa.  Aa  inaMidiof  tbaaountiy,  aeonoaoie  fiietora,  particulariy 
ineoMa  and  uaamployMit,  wart  aMat  aignificnnt  in  aeeounting  for  iiMuranea  eovarafi. 
Untgpactad^f,  rural  and  urban  laatdtntt  wara  aquaUy  likaly  to  lack  iiMuranea.  Raaulta 
iHfiicata  that  in  rural  ataaa,  undtrinaiiranca  may  ba  a  yaattr  problam  than 
uninauranaa,  and  that  tneomt  batad  haalth  inauranoa  it  atora  affaetiTa  than 
fiplijjai  |wn»iia<l  plana  in  raacfainf  all  AattriraiM.* 
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CutUr,  WUliam  S. 

HMJth  UMU7«nc«  eovtngt  for  tht  dmut  Muiy.  WMhinxton,  EmployM  B«iMflt 
RMMTch  LocUtuto,  1990.  64  p. 

"Tbia  rMMTch  tMkt  to  dtUrmm*  bow  individuali  b«twMD  th*  ftfM  of  66  and  64, 
th*  tmr  tidntfy,  difftr  from  ptopk  in  youcfv  cohort*,  what  it  thtir  toure*  for  hwdth 
iiuuraiiet,  what  ar*  tba  ebanctarittica  of  tha  aaar  aldariy  without  baalth  inauraoet, 
and  how  bara  thaaa  fjKtova  changad  oTtr  tina 

Doaa  baalth  inauranca  naka  a  diflartDoa?  Backfround  papar.  Waahinfton,  OOkaof 
TaehDolof^  Aaammipt,  for  aala  by  tha  Supt  of  Doea.,  GP.O.,  1992.  80  p. 
"OTA.BP.H.99" 

Troridaa  intarim  raaulta  of  OTA*a  ■■■inmint  *Tachzwlogy,  Inauranea,  and  tha 
Haalth  Cara  Syatam.'  It  raviawa  tha  adantific  liUratura  Unkinf  baalth  inauranea 
aUtua  with  accaat  to  and  tha  uaa  of  baalth  aanrieaa,  and  with  indiTidual  outoomaa.' 

Folay,  Jill. 

Sourcaa  of  baalth  ioiuranca  and  ebaractariatica  of  tha  uninaurad:  analyaia  of  tha  Uarch 
1992  Currant  Population  Surviy.  Waahington,  Emplqyaa  Baneflt  Reaaareh  Inatituta, 
1993.  70  p.  (EBRIiMua  brief  no.  133,  Jan.  1993  EBRIapacial  report) 

Providea  detailed  atatiatica  "that  will  prove  uaafUl  in  evaluating  and  eatimating 
coata  of  health  cara  reform  propoaala.'  Moat  tablea  covar  the  noneldarly,  wboae  moat 
common  aourca  ia  private  baaltii  inauranea. 

Friadinan^  Emily. 

The  uninaured:  from  dilemma  to  criaia.  JAHA  (Journal  of  the  American  Medical 
Aaeodationl,  v.  266,  May  16, 1991:  2491-3495. 

The  uninaured,  however,  like  the  proverbial  poor,  aeem  alwi^  to  be  with  ua.  In 
tact,  their  numbera  have  grown  eignificantly  in  the  paat  16  yeara.  Propoaala  for 
aolutiona  are  rife,  but  conaenaua  on  how  to  attack  the  problem  baa  proven,  to  aay  tha 
leaat,  eluaive.  Nevertheleae,  the  dilemma  of  the  uninaured  baa  become  a  criaii, 
affecting  all  aapacU  of  tha  baalth  cara  ayetam  and  many  aapecU  of  eoeiety." 

Friedman,  Joyce. 

Genetic  teating:  what  will  it  mean  for  health  inauranea?  Buainaea  4  health,  v.  9,  Mar. 

1991:  40, 42, 44,  46. 

"With  the  banefita  of  genetic  teating  alao  comae  controveray  over  what  ebould  be 
dona  with  the  information  gained  from  the  teata.  One  of  the  hotteat  araaa  of 
controveray  ia  the  role  of  genetic  teating  in  mt^dical  inauranea  underwriting.  What 
happena  when  genetic  teating  reaulta  are  uaad  to  deny  patienta  medical  inauranea-or 
greatly  raiaa  their  premiuma?" 

Ginsberg,  Eli.  Oatow,  Miriam. 

Beyond  univeraal  health  inauranea  to  effective  health  care.  JAMA  [Journal  of  tha 
American  Medical  Aaaociation],  v.  266,  May  16, 1991:  2669-2662. 

"Faced  with  inaurmountable  obataclea  to  tlM  early  eatabliehment  of  univeraal 
baalth  cara  coverage,  tha  United  Statea  ebould  uaa  the  next  yaara  to  experiment  with 
removing  diacrate  barriera  that  currently  impair  the  acceaa  of  many  milliona  of 
Americana  to  proper  medical  cara.  Such  arparimentation  ebould  contribute  to 
deaigning  a  more  effectiva  ayatam  of  univaraal  eovaragt,  if  and  whan  the  opportunity 
ariaaa.' 

Haalth  cara  reform:  praacriptiona  for  cbangi.  National  voter,  v.  42,  Sept-Oct  1992:  7-18. 
GonUnta.-Praacript>ona  for  cbange.-Health  cara  poaition  aUUment,  by  the 
i«ague  of  Women  VotarB.~To  play  or  not  to  play:  that  ia  tha  quaation  buainaaaee 
would  face  under  amployar-baaad  reforma.-HaalthAmeriea:  a  viable  aolution,  by  Sen. 
George  J.  Mitcbell.-National  baalth  ixMuranea:  debating  tha  ein|^a-p^  aolution.-The 
American  Haalth  Security  Plan,  by  Sen.  Harria  Wofrord.~Can  baalth  cara  go  to 
Baarket?~A  coDauaar*  choice  health  plan  for  America. 

Hillgran,  Sot\}a.  Handeraon,  Pam. 

High-atakaa  baalth  inauranea.  Farm  journal,  v.  114,  Sept  1990: 16-18. 

"Health  care  ia  the  No.  1  problem  for  rural  Americana  today.  Forget  commodity 
programa  and  trade.  Tbey  may  be  probleoM,  but  th^re  not  aa  big,*  aaya  Aaron 
Tripplar,  of  Communicating  for  Agriculture,  a  nonprofit  MinnaaoU  organiaation  that 
aalla  baalth  inauranea  to  80,000  Carmara  nationwide  and  leadA  inauranea-raform 
aflbrta.* 
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HubUnl,  R.  Okcm. 

joumftl,    4fi,  S«pt.  1912:  S47-3M. 

PrMidtot't  White  Paptr  addrtttid  probhw  of  ■twn  And  eoft  cooteinmtnt 
IB  hatlth  iiMuniMt,  with  pffopftMli  Ibr  liyiifW^  rhinfn  in  cumot  haalth  iiira«not 

tiM  wiMirw  niMd  in  tiMM  obMrvatioM. 

KMf,NMMjfi. 

IikiuranMrortbtiaMrwKtbtUMoffMMtktaMi.  HMtinp  Cmter  rtport,  22, 
Kov.'Dk.  1992: 6-11. 

^Q«Q«(k  teitinc  nima  tootmm  thiA  indivkkiak  will  be  dtcuwi  bMith  inniranot 
(And  tbiM,  WEbctivalx,  ■ccw  to  haalth  car*),  or  that  tm^cgrm  will  aemo  to  otintiiMta 
potootiai^  eoitltjr  worluc*.  AIthou|iiwoMa«odttydonot7«tcoacurootiMdt(rat 
to  wfaidi  private  bmirmgti  hair*  a  rMpooaibUity  to  promote  aodal  juatkt,  atraral 
difr«not  poli^  altMoativM  mi|^taUowuatowM^th*intarMtiofiiMurart,  m 
hmiimtii,  afunat  tfat  intarMto  of  dtisMM  in  a  tmfotmbk  mannar." 

Knowiaa,  Bob«t  O. 

"Rattort  dMMce  in  haalth  lytteiii."  Natkioal  undtrwritar  Qifa/haalth/financial  MnricM), 
Y.»<Ji47  9, 1990:3.17. 

Kronick,  Ridiard. 

Haalth  inwiranra,  1979'1969:  tha  frigrKl  connaction  bttwatn  amploTiDMit  and 
iMuranca.  Inquiiy  (San  Frandaco),  r.  2e,  wiat«  1991: 318-332. 

Hia  p^MT  axpkrta  two  typta  of  aaplanatiooa  for  tbt  dacUm  in  eovarafi  among 
low«ineoma  wurkaw.  Firat,  tha  dadina  au^t  bava  rtiultad  from  jjeriMM  in  the  priea 
of  DMdical  cara,  tha  eott  of  adminiaterinf  baalth  inaurama,  and  from  a  braakdown  in 
thi  aoiall  froup  inauraoea  marlcat.  Saoood,  tha  dadina  mij^t  haira  rMuItad  from 

lowoincoaaa  workart.  Sinea  eovwafi  dtdinaa  amoof  tha  Mif'ampkijrad  parallal  covarafe 
dtdinoa  amoof  tha  amplpyad,  it  iiint  lika^  that  incrtiiw  in  tha  priea  of  haalth 
inauranoa  ara  a  larfar  part  of  tha  cauaa  for  eovarafa  dadinaa  than  ara  dumgaa  in  tha 
•tructura  of  tha  aoooooay,  but  furthar  raaaardi  oo  thia  quaation  U  paadad" 

Lavy,  Uargarat. 

(Currant  omraf»  iaauaa  in  baalth  isauranoa  law:  ia  thara  coTarafa  whan  thara  i«  no 
eovarafa?  Tbrt  &  ioauranea  law  journal,    26,  aprinc  1991:  S21>636. 

11»  currant  eovarafa  iaajaa  wfaidi  ariaa  rapaatadly  in  tha  haalth  inauranca  araa 
tend  to  bata  ooa  thinf  in  eommon-inaurada  or  formar  inaurada  ara  aaaking  to  obtain 
or  axtand  corarafa  undar  haalth  inauranca  poUdaa  wfaara  no  auch  covcrafaa  aadata.  A 
prima  •^■">r'*  of  auch  an  iaaua  oecura  in  connaction  with  tha  termination  or 
modification  of  group  haalth  inauranca  polidaa.  Altbou^  baaltby  inaurad  ara  abla  to 
obtain  othar  eovaraga,  inaurada  who  ara  alfady  aatiouaty  Ul,  ii\|urad  or  diaablad  at  tba 
tima  of  tarmination  or  modification  ara  often  unabla  to  obtain  naw  haalth  iniuranea 
eovaraga,  Accordini^,  tbay  argua  that  tbay  haira  a  vaatad  right  to  banaCte  for  any 
illnaaa  that  eommaoead  or  injury  that  oocurrad  wfaila  tha  policy  waa  in  forea  or  bafora 
it  waa  modafiad.* 

Loof;  Staphao  H.  ICarquia,  IL  Suaan. 

Q«pa  in  amployar  cowaga:  lack  of  aupply  or  lack  of  damand?  Haalth  affaira,  ^Mcial 
aupplanant  1993: 282-293. 

Tha  quaaliop  axploiad  hara  ia  wfaathar  tha  abaanca  of  inauranca  in  thaaa  firma  ii 
ralatad  to  lackof  auppty  (that  ia,  a  faUura  of  tha  firm  to  offer  tha  banafit  bacauaa  tha 
prioa  it  iacaa  ia  too  hi^  or  tha  brnafit  too  low)  or  lack  of  demand  (that  ia,  amployaaa 
in  thaaa  fiima  would  not  purrhaaa  tha  inauranca  avan  if  it  ware  offered)." 

liarmor,  Tlwodora  R.  Boyum,  David. 

American  medical  care  reform:  are  we  doomed  to  fail?  Daedlue,    121,  Call  1992: 
17M94. 

"Uarmor  ancouragca  the  puieuit  of  a  aingle*peyer  plan  modelled  on  the  Canadian 
ayetem.  Bogrum»  in  oontraat,  aupporte  a  form  of  managed  competition,  one  that  would 
complete^  aarer  the  traditional  linkafi  of  inauranee  end  employment^  putting  all 
dtiaene  wbaUier  employed,  unemployed,  or  eetf^empkiyad-on  equal  footing.  But 
deepito  tfaie,  tha  authore  egree  oftore  than  dteagree:  on  the  diagnoeie  of  the  probleme, 
on  the  neeeeeity  of  ejalamii  rather  than  incremental  reform,  and  oo  the  crucial 
i^MCtaaee  of  iatplementetion.* 
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Tmr  co^mfK  for  aU.  M't  rwiMP:  lifWbMHh/iiMuranet  •ditioo,  r.  93,  Nov.  1993: 
VJ-CB,  1X0. 

To  proTid*  tqual  «cc«m  to  bMlth  can  for  aU  individiuK  AnMriea  M«k  • 
workaUa  stnictun  tlMt  itxnihm  tmtyom:  Um  f»TtrxiBMot»  ixkdividuiat,  tiiitiniMM  and 
iamxnn.  AwiIIingDMCtttb*pwtorth«A>MrieupM|a«toaecq^ 
thMMMhwabopUorvspwi.  But  •  fMiibl*  qrMMt  muit  atart  with  •  corahMit 
Mch  Mctar  to  •  KMlMlk  plan.' 

Muiraiy,  TVnaa»  R 

Gaoatica  nd  thu  moral  m\mon  of  haalth  iMuranet.  Kaatinci  Cantar  raport.  v.  22. 
NoT.'Dae,  1992: 12-17. 

n)acidmc  wfaathar  fUMtk  diiCTaraoeai  amonc  iiMU 
haalth  inauranea  raquint  ua  to  Mk,  What  land  of  fcrad  ia  haalth  eara?  and,  What 
prindpka  ahould  govarn  tta  diatributionr  Thtra  ara  food  raMooa  to  doubt  that 
'actuarial  laimaw'  ia  an  adaquaU  dtacription  of  guiuina  fairaaia  in  haalth  inHiranea.- 

Parhaa,  Linda. 

PappOT  CommiMion  taeUai  baalth  ioMiranca  teardty.  Ptnaion  world,  y.  26.  Oct. 
1990:  S2,  96^. 

Today*!  aeardty  of  affordable  inauranca  for  nsall  buainaat  ownara  in 
combination  with  banafit  cutbacka  from  larftr  smployara  fi|^tinf  to  contain 
•oarinc  htalth  eara  eoata  could  •ndaaftr  eovarad  worknra.' 

Proctor,  Roaamary. 

Haalth  policy  diagooaii.  Policy  optioni,  y.  12,  Oct  1991: 3<12. 

ConUnU.-Tba  bitUr  dabaU  ovw  baalth  policy,  by  Roa«maiy  Proctor.-A 
word  of  advica  to  Amaricana:  don't  copy  Canada's  baalth  cava  ayatam,  by  Douglat 
J.  UcCraady.-Doing  tha  ri|ht  thinp,  fay  Kannath  JT.  fyka  and  Barbara  Pool*. 

Swartz,  Katharina.  McBrida,  Timothy  D. 

Spalla  without  baalth  imuranca:  diatributiona  of  duntiona  and  tbair  link  to 
point-in-tima  aatimataa  of  tha  uninaurad.  Inquiry,  y.  27,  fkU  1990:  281-288. 

"Half  of  all  uninaurad  apalla  and  within  4  montba  whil«  only  15%  laat  longer 

than  24  montba  Eflbrtf  to  incTMaa  baalth  ineuranca  corarage  Yia  employer 

mandataa  should  proceed  cautiously  until  wa  know  how  many  people  with  long 
uninsured  spella  are  employed.' 

US.  Congreaa.  Houae.  Committee  on  Education  and  I^bor.  Subcommittee  on 
Labor-Management  Relations. 

Orersii^t  bearing  on  small  buainsas  health  insurance  problems.  Hearing;  102nd 
CongrasS)  2nd  session,  Washington,  DC,  April  30, 1992.  Washington,  For  aale  fay  the 
Supt  of  Doca.,  CoDgreasional  Salsa  Omca,  OP.O.,  1992.  133  p. 
*SeriaI  no.  102-110.' 

VS.  Congnaa.  Houae.  Committee  on  Energy  and  Commerce.  Subcommittee 
on  Health  and  the  Environment 

Health  inauranca  coverage  and  reform.  Hearing,  101st  Congress,  1st  session 
liar.  9, 1989.  Washington,  GJ>.0.,  1989.  137  p. 
"Serial  no.  101-18' 

US.  Congreaa.  Houae.  Committee  on  Weys  and  Means.  Subcommittee  on  Health. 
Access  to  health  insurance.  Hearing,  I02nd  Congress,  1st  session.  Feb.  25  1991 
Waahington,  GJ>.0.,  1991.  159  p. 
"Serial  102^ 
Hearing  held  in  Hartford. 


Health  inaurancc  and  the  uninsured.  Hearing,  101st  Congress,  1st  session.  Apr  6 
1989.  Washington,  GJ>.0.,  1989.  124  p. 
"Ssrial  101-24' 


Hsalth  insurance  for  children  and  pregnsmt  women.  Hearing,  101st  Congrees,  2nd 
aaasion.  Mar.  20, 1990.  Washington,  G P.O.,  1990.  102  p. 
"Serial  101-78' 
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HirithiMMrMMforthauttwiploy^  HMrinfr  102nd  Coofww.  ••Mion.  lUr.21, 
199L  WMhinftoo,  OJ»X>^  IMl.  106  p. 

-Maiios-iar 

UB.  Coomm.  Houm.  StUet  CocanittM  cq  Agusf.  , 

irnmlMiatfa:tlMP«dw«IcoMMttMMitloTulDmb)«Aa«^^  HMnn«  lOlK 
OMr^TuM^  ICtf.6.lM0.  WaiUiicU».QP.O^1990.  124  p. 

-'  i.pub.iio.l01.W 


UJB.  Cooms.  8«Mt».  Go««ittM  on  Romim.  .  « 

I96t.  W«Aia|*oo.GJ.0^1WO.  CHwnifc S«Mtf*,  lOUt Coiv«i, IK 

a  Hrf.  101-666) 


UB.  Cooff^  Stort*.  Coo«wtt»«oiiFin«K»,  Sube^^   

IjiSofhIrfthin«r»nct«iwmi^  H^wr*  100th  Coofr^  2od 

MMinn  June  3(Wuly  26, 1968,  WaAinftoo,  QJ .O,  1969.  2    (172, 167  p.) 
(HMriii^  SMAte,  lOOth  CoorM*,  2Dd  smmoo,  S.  Hif .  100-766,  pta.  1-2) 

U5.  Co«r^  S«i«*^  CooauttotooPin»o».  SuboommittM  oo  IMth  for  Famili**  •nd 
tba  UniiMund.  , 

mmetTi^  26. 1990.  W^dunftoo.  GP.O.,  1991.  106  p.  (Hiring,  S«mU,  lOlit 
Coo^M,  2iid  MMioo,  S.  Hrf.  101-1222) 

IMth«»eri«KhuiMnunp«toniii«ir«ac«c»mp«iy  He«nii«,  102n<l 

CoDM»,2DdMMion.  Jum24,1992.  Wwhinffcoii. GP.O,  1992.  44 p.  (Bmnag, 
S«oAte,  102nd  CoD<r«i»,  2nd  ■■■won,  S.  Hrg.  102-630) 

UJS.  G««»ml  Aecountinf  Offiet.  .  ,       .  ^ 

HMHh  txwunnc*:  a  profik  of  th»  uniiwund  in  Uiehi«ui  and  the  UmUd  SUtM:  wport 
to  th»  dimmMi,  SubeommitU*  on  Umkih  for  Faauliw  and  the  UniMurwi,  Committaa 
on  PioMca,  U5.  S-iaU.  Ui^  31. 1990.  Wiibinfton.  G  A,0, 1990.  21  p. 
MAOAIBM0-97,B-239261- 

Hi^ijr"  l»d  o«r  860,000  uninaurad  individual*  undtr  af*  66,  down  from  a  1J»4 
peakofotarlmiUionpwaoni.  "A  hi^  parwntaf*  of  uniMurwl  p«>pl«  ware  anwng 
the  lowar  ineomt.  minority,  youth,  and  unmtrriwl  taipnent*  of  the  popuUuon.  Mort 
uniiMurad  people  in  Michigan  live  in  familiee  with  an  employed  worker,  and  mirrored 
diaractariaties  of  thoee  embodied  in  the  national  uninMred  population.' 


Health  ineurance;  an  overriew  of  the  working  uniMured;  report  to  the  cheinnen. 
Coamittea  on  Pinaace,  UJS.  SenaU.  Feb.  24, 1969.  Waehington,  G A,0.,  1989.  54  p. 
■GAO/HRD-89-46,  B-230462r  .  ^  ^^  ^    ,  , 

Diecuaaea  *the  eheracterutica  of  the  working  uninaured,  the  krnde  of  empioyera 
that  do  not  offer  health  inmranee,  and  the  reaeone  theee  employer!  giT*  for  not 
proTidingit....  Diwaueee  where  the  uninwired  obtain  medical  care,  the  typee  of  bille 
they  incur,  and  who  payathoeebUU....  OuUinee  the  policy  optione  aTailable  for 
providing  health  ineurance  to  the  working  uninaured.* 

'  Health  ineurance  comage:  a  profile  of  the  uniMurad  in  eelectad  Statee; 
the  Chairman,  Subcommittee  on  Health  for  Familiee  and  the  Unineured.  Feb.  8, 1991. 

WMhingtoo,  GAO..  1991.  68  p. 

X1A0/HBM1'«1FS,B-241836-  «     .  •  o 

U«ea  ikta  from  the  Bureau  oTCeiMue'  Mereh  1969  Current  Population  Survey  to 

■nahae  cfaaraetirietka  of  the  medically  unineured  in  Alebetna,  California,  Florida, 

Qmxpm,  niinoie,  Louieiana.  Ifichigu.  New  iereey.  New  York.  North  Carolina,  Ohio, 

PeuHTlvania,  Ttnneeeee,  Toee.  and  Virginia. 
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Hkpnte  me»m  to  b— tth  ttnz  tiyiifVanf  pifm  •■it;  wpoct  to  conp'Miiofwl 
ra^uMtn  J«B.U,1M2.  WMhinctoo, O A.O^  SOp. 

*aAomom4,  B-S46t7r 

Tor  M«v  AMttklvBt,  «te  ant  itop  in  MMMinc  bMhh 
hMMi  iMMnaM.  Hitpniot,  hamtmr,  art  wudi      Uktty  thftn  otharf  to  hft^  bMihh 
umgMfit  WMwap  lWrtgMltfMp«cto*«faUlffitpaaietw«rt  witboMtbMlth 
UMHttMM*  ia  1109,  Mrf  this  iraUMi      •■pfiaHy  Mut*  for  th*  Ifigirtn  A— rif n 
tammmUfy,  wtar*  S7  p  ■»!■«>  «tft  MHinwirri.* 

Unim^bMOtiiiMiiniM.  HMlth/PiU;  bulktii^  t.  90,  waiMr  1990:  S^. 

Cootaoks.-'nM  dtfacto  it  in  tfa*  9UXm,  bf  Dmmi  Hu|hM  nd  Zot  Oi^rMCL- 
CitUlbCDia  ill  iMiinft  hf  Kinrin  OwiMhfh  -^■niilj^iiiig  for  hoalth  em  rtform, 
ligr  T}tef4  WNt-TlM  onrmtl  liMhh  cm*  kw  in  •etaoo,  bgr  Bob  BMtueeia.<-P«tdiwock 
not  PMIrotka,  bgr         U.  HuuMtoui,  and  Stoffio  WooQiAnilUr.-IiBpoctinsbMath 
can  nfiMTM?  bgr  SmumI  Woifo. 

Tnnrtng  I^tinuo  apiatt  tho  eo«t*  of  Ulntat.  Santa  Monka,  Calif.,  Rand  CorporatioD, 
199L  7  p.  (Sand  papar  P-7750) 

TWttMDj  bafora  Salact  Coaunittaa  on  A|yig  and  tha  Confriatiooal  Hiqiaoic 
Caucua  in  vfakfa  ha  atataa:  *Num«rouf  raeaat  publicatioDf  rtmtal  that  maojr  Lattnoa, 
agpadaHy  Mapran  Anarieana,  hara  tha  lowaat  larri  of  madicri  and  laantal  haalth  cara 
utilixatioo  in  tha  country.  WuS»  it  ia  not  oomplataly  claar  why  thia  aituation  aidata, 
iaauaa  of  arrMa  to  cara  art  at  tha  cantar  of  tha  dtbata.  Haalth  inauranea  oovaraf*  and 
affordafaility  an  autjcr  datarminanta  9f  at eiaa  to  can.* 

Zolar,  ICtehalL 

Oaoatic  taata:  can  wa  afford  tha  anawara?  Uadical  wnrld  nawa,  v.  32,  Jan.  1991: 32^7. 

"Doctoca  la^aaa  mangr  patianta  davalop  fapa  in  haalth  inauranca  as  toda/a 
offaainnal  aukiaiooa  for  fanbtiealfy  diagnoaad  riak  prolifarata.  Gana  raaaarcbara 
alnadjrfoarauauaaof  thairadranoaa.  Aa  tbajr  pnxhioa  waya  to  pradict  mi\jor  illnaaaaa, 
oovaraffa  citta  could  aroka  wri^Mi  inaunnoa.* 


B.  NAllONAL  HEALTH  INSURANCE 
1.  Failai  al  Cn  i  ai  ■■aiU  na  Payor 
Bandow,  Douf. 

Ia  nationaliaad  haalth  cara  tha  ri^t  praacriptioo?  Buainaaa  and  aociaty  raviaw,  no.  79, 
(aU  1991: 29^. 

"Hm  anawar  ia  oaithar  a  hug*  naw  federal  program  nor  a  fMeral  takeover  of  the 
medical  ^etcm.  Inatead,  the  aolutioo  ia  to  make  the  current  health  care  induetxy  more 
aflkient  by  foRuig  proriidan  to  (ace  competition  and  oonaumen  to  be  more  coet 
cooactoua.* 

Battin,£larcuatP. 

Pjfinf  in  569  bada:  aflktew^,  'beat  buya*,  and  the  athiea  of  atandardixation  in  national 
haalth  can.  Journal  of  medicine  and  philoaopliy,  v.  17, 1992:  69-77. 

"While  a  national  health  can  lyatcm  may  be  created  with  enthuaiaam  on  many 
grounda,  it  poaaa  aubatantial  moral  probtema-not  the  leaat  of  which  would  be  the  daah 
between  tha  'ataodardiaation'  of  cara  for  tha  aake  c^eOiden^  and  the  needa  of 
individual  patianta.  Such  problama  an  beat  aaan  in  tha  treatment  of  dying  patianta.* 

BattiaUUa,  Rofw  If.  Wail^ThomMp. 

Nettonal  haalth  inauranca  reeonaidered:  dilemmaa  and  oppottunitiea.  Hoapital  4 
health  aarvioM  adauniatration,  v.  34.  aummar  1969: 139-165. 

*T%a  authon  coodude  that  govammeot  intervention  in  the  health  aactor  ia  bound 
to  azpand  rather  than  contract  bacaun  cantraliution  ia  the  kay  to  recondting 
otbarwiaa  divarfmt  political  damanda  for  qtandinf  eontrola  and  graftter  equality  of 
aeoaaa  to  quality  can  for  tha  infreaaing  number  of  uninaurad  or  underinaurad 
paraona.* 
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^^''''lil^^.hhinwrttc.e^^      Mfc,    S,  Stpt^  1992:  i(M5. 
omeoM  tbiir  diiffMt  with  gMnaiiii  to  tuppott  uaiir*^ 


^^^^^^TmJ^iptMsim  tor  vatiooBi  bMlth  izMuraooa  reform,  JoumaJ  of  U«hh»w  for  th« 
poor  «ndundm«d.T.  2.  •priof  1990:428^.  ^  ^ 

•Oy«  th«  Uit  jw,  I  h»Tt  •poot  eooiW«rf)to  ti»«  »o«tin^ 
with  pfayncUna,  vMtiiic  boq»t«lf,  tfkl  lKa(fi^ 

hMSinDHwttwKJWirfiin|toaoothth««hhcMopro^      I  •!*>  commiMionwI  • 
MMdoiriMy  by  tht  Q(MMral  Aeeountiiif  Offlc*  (GAO),  th*  noopMiifl«a  rwMrdi  ann  of 
CuMPMi*  •ntitM  C«udi«n  HMlth  hmutxyf  :  Umom  for  th«  Unitwl  StatM.  BmmI 
OD  thi«  work*  I  h«v«  idtotifiod  12  prindptM  for  rvform.' 

Fti,  Raflhi. 

HMlth  CMt  i»fonn.  Scientific  A»»ic«i,  ▼.  267»  Nor.  1992:  4$^. 

*V«dical  co«t»      riwnf  rapidly,  and  millioDa  of  poopla  bar*  do  boalth  eara 
Mvtrac*.  Tba  natioD  urfiDtly  oaada  a  univtraal  inwranea  procram.' 

Fucha,  Victor  R.  v    .     , « 

Nation*!  bwlth  inaupanca  raviaitad.  Cainbrid«t»  Uaaa.,  National  Buraau  of  Ecodobuc 
RMaarch,  1991.  W  p.  (Workinf  papar  no.  3884) 

"Thia  papar  axplaiu,  why  ona  in  aaran  Anaricana  haa  no  baalth  tnauranoa,  and 
eomparaa  tba  eaaualty  and  tha  iodal  tnauranoa  uodala  of  baalth  inauranca.  Hm  papar 
dlacuwam  the  ralationabip  aaonf  national  baalth  inauranea  (NHD,  tba  coat  of  eara,  and 
tha  baalth  of  tha  population,  and  it  eonaidara  tba  proapacta  for  NHI  in  tba  United 
SUtaa  in  tba  abort  and  the  lonj  run.  Four  axplanationa  for  tba  abaanoa  of  NHI  in  tba 
United  SUUa-  diatruat  of  goTarmnant,  beterofineity  of  the  population,  a  robuat 
wluntary  lactor,  and  lack  of  nobleeaa  oMift-ara  evaluated  in  the  U^t  of  recant 
political,  aocial,  and  economic  tranda.' 

Qoodman,  John. 

Beware  of  national  health  inauranea.  Weebington,  HariUge  Foundation,  1990.  6  p. 
(Heritage  lecturea  276) 

Looka  at  problama  with  health  care  ayaUma  when  govemmenta  take  control  of  e 
nation'a  health  care  raaourcae. 

HimmeUtein,  David  U.  Woolbandler,  Steffie. 

A  national  health  program  for  tba  United  SUtea.  New  England  journal  of  mediaoe,  v. 
320,  Jan.  12,  1989:  102-108.  . 

"A  national  baalth  program  that  would  (1)  ftiUy  cover  everyone  under  a  aingle, 
eomprebenaive  public  inauranea  program;  (2)  pigr  boapitala  and  nuriing  bomea  a  totd 
(global)  annual  amount  to  cover  all  operating  expenaea;  (3)  fund  capital  coata  tbrou^i 
ieperate  appropriationa;  (4)  pay  for  phyaidana  aervicea  and  ambulatoty  aervieea  in  any 
of  thwe  waya:  throu^  fee-for-eervice  paymenta  with  a  aimpUfied  fee  acbedule  and 
mandatoiy  acceptance  of  the  national  baalth  program  payment  aa  the  total  payment 
for  a  aerrice  or  procedure  (aaelgnment),  throu^  global  budgeta  for  boapitala  and 
dinica  employing  aalaried  pbyaiciana,  or  on  a  par  capiU  baaia  (capiUtion);  (6)  be 
funded,  at  leaat  initially,  from  the  aame  eourcee  aa  at  praaent,  but  with  all  paymenta 
diaburaed  from  a  aingle  pool;  and  (6)  contain  coata  throu^  tavinfi  on  billing  and 
bureaucracy,  improved  health  planning,  and  the  ability  of  the  national  health  program, 
m  the  eingle  payer  for  aervicea,  to  eatablitb  overall  apending  limita.' 

How  we  cen  get  reeponeible  national  health  inauranea.  American  anterpriae,  v.  3,  July.Aug. 
1992:  60-69. 

The  plan  that  we  outline  in  thia  article  will  achieve  adequate  inauranea  coverage 
for  all  Americana.  Financial  aiaiatance  ia  provided  for  tboae  who  need  it  in  the  form  of 
tax  credita.  Tbe  plan  ancouragee  a  vi^rouely  competitive  market;  it  tuma  to 
govtmment  only  ae  needed  to  make  marketa  work  better.  We  call  our  plan 
RMponaible  Netionel  Health  Inmiranee  (RNHD.  Ita  main  featurea  are  outlined  (in  thia 
articU].' 
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SttiiBctlM  hiitonc  moMiwf  MtiocMi  MUi  cw*.  Umtion,    96S,  Dw.  16,  IMl: 
7M-770,772. 

Ttm  Ham  hm  eont  to  add  hmttk  can  to  tht  •tnictur*  oT  public  prp0ptri<j  in 
AwkA,' fc7 iMtitutuaf  « aatiocMa Irnhh lyatf , th* author arguM.  Hatentfaat, 

uiiliiil/iilni  ■iiiUiir  ITT  j-.-^  1  ■  »^ 

KoaUctits,  Julia, 

Softaoinc  riiiatanf  n  NataoaaljounM!,ir.  23,  Jan.  12, 1991:  64^. 

Thomb  atin  waty  of  aaticoal  haaJth  inaufnea,  many  huainaaaaa  ara  antactaininf 

a  fumnaiant  mil  in  httlth  ran  nfTrm.  T^'C      — —  "  *^ 

panalrtaa  and  unifiina  pvidnf.* 

Larar.SamuaL  HiU,Jaaaaa. 

National  haatth  inaiiranfa  tha  triinnph  fif  ttri»Tnfatimi  NawEo(Und  journal  of 
aadidna,  v.  321,  Dac  21, 1969: 1750.1764L 

"In  tha  Unitad  SUtaa,  tha  fadanJ  fcrnmmmat  haa  tnditiooallr  hma  tba  agaocjr  of 
laat  raaort,  Um  final  party  to  intarvvoa  on  b^xalf  of  tha  public  in  taraat.  For  tha 
protaction  of  our  faaalth  cara  qrataa  to  ba  astaodad,  aithar  an  upwaUinf  of  popular 
^iifff>ptffif:    ajm^,  mHiwm  liaiitrihip  k  niniiaty.  Without  aucb  fannant  and 
taadarafaip,  tha  baat  «•  can  bopa  for  in  tha  dkaction  of  uoimMl  baalth  eara  it  a  aariaa 
of  half  maaaiiraa  and  firavaMotad  ftnanrinc  awrhaniama  ~  mora  aquivocation.* 

libaral  banafita,  tca^ialira  apandinr  tha  FI^Biaana  for  a  Natiooal  H««lth  Program 
propoaaL  JAMA  [Journal  of  tha  AaMrican  Madkal  Aaaodation].  r.  266.  Maj  16, 1991: 
2649.2564. 

Haa  pt^aidaiM  for  a  National  Haahh  Profram  {«opoaaa  to  corar  all  Amarieana 
undar  a  ain^  eomprahanaiva  public  inauranca  profram  without  oopiQniMnta  or 
daductiblaaand  withfraacfaoieaofprovidar.  Such  a  oational  baalth  program  eould 
raap  tana  of  failtiooa  of  doUara  in  adminiatratiTa  aavingi  in  tha  initial  jraara,  anou|^  to 
fund  ganaroua  iiniiiiia  in  baalth  eara  aarriea  not  oofy  for  tha  unioaurad,  but  for  the 
undariMurad  aa        Wa  dalina«U  a  tranaitional  national  baalth  program  budgat  that 
would  bold  ovar^  baalth  apanding  at  euitaot  larala  wbila  arrommodating  inrraaaaa  in 
boapital  and  p)q«d«n  utiliwation  * 

Uoora,  Gordon  T. 

Lat*8  profida  primaiy  eara  to  all  uninaurad  Amaricana~nowl  JAB<A  [Journal  of  the 
Amancan  Uadical  Aaaociation),  t.  266.  Apr.  24. 1991:  2108-2109. 

Arguaa  thftt  wfaila  comprdMnatva  baalth  inauranca  for  tha  uninaurad  it  being 
dabatad,  tha  Fadaral  Gorammant,  fay  prapqring  participating  phynciana,  could  provida 
baaic  priiMty  c«ra  aarrioaa  to  tha  uninaurad. 

A  Plan  for  'ra^wnaibla  natiooal  baalth  inauranca.*  Haalth  afiaira,  v.  10.  apring  1991:  5-25. 
"lloat  of  tha  naw  national  haalth  inauranca  propoaala,  Uka  vaniooa  of 
national  baalth  inauranca  that  hava  baan  propoaad  for  daeadaa,  aaauma  that 
aubatantial  fmmment  invohramant  in  tha  baalth  eara  ^yatam  ia  nacaaaaiy  tj 
aaaura  imuranea  eovaraga  for  aU  Amarieana  and  appropriate  growth  in  baalth  eara 
azpanditriraa.  Our  viaw  ia  that  axeaaaiTa  govammant  intanrantion  will  maka 
mattara  woraa.  Our  atratagy.  tharafora.  ia  to  daaigo-a  acbama  that  llmita 
fovammantal  rulaa  and  ineaottraa  to  tha  octant  nacaaaaiy  to  achiava  tha 
ottjactivaa.* 

RaapowibU  national  baalth  inauranca.  By  Mark  V.  Pauly  at  al.  Waahiogtoo,  AEI  Praaa; 
Trrnhfiat.  Md.,  Diatributad  by  arranfaaaant  with  Univaraity  Piaaa  of  Aaaarica,  1992. 
87  p. 

Saidaun,  Lauranea  S. 

RacofMidaring  natiooal  haalth  inauranca.  Public  interaat,  no.  101,  Call  1990: 
78M. 

*Toda]r,  many  eooaanratiTaa  oppoaa  any  gorammant  initiativa  coDcamiog 
haalth  inaunnea,  and  maiqr  Ubarala  advocate  mandafad  privata  haalth  inauranca 
with  apacif&c  proWaiooa.  Conaarrativaa  aaak  to  limit  govammaot  ragulation  of 
madical  pcoykiaia  *nd  Ubarala  bopa  to  aaaura  univataal  aeoaaa  to  madlcal  c«ra 
without  'ti*****^  hardahip.  I  will  atUmpt  to  asplain  why  both  ara  miatakan: 
tbair  atntifiaa  will  not  Mhtara  thair  ol^jaetivaa.  Inataad,  an  tnooma-raUtad  MRI 
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It  tb*  baft  way  both  to  limit  fovtnuMnt  r«gulatk>o  of  madkal  providara  and  to 
9cti»f  univarattl  aeeiaa  without  finaoeial  bardahip.' 

StraM»  Carol. 

Wi^buainaaatemahinctoauppociNHL  ICadical  aeooomka,  t.  M,  Auf.  21. 1989: 
1S2. 134, 1S7-140, 143-144, 146. 

"Eq^ktdiaf  haalth  eoata  btw  kft  amplojwf  abakan  and  aiifiy.  Umbj 
Mcutivaa  viaw  natioaal  haalth  inauiw*  aa  tha  ooty  aolutiocL' 


Natioaal  haalth  inaursnea?  LapJ  tiaaa  (auppla«Mnt),  t.  14,  Fab.  17, 1992: 11-12, 
16. 

Adviaaa  that  tha  Haalth  Inauranea  AaaodatioD  of  Aaiatie*  "ia  now  mountinf 
an  afgraaaivt  lobbying  and  pubUe-raUtiona  campaign  to  block  natioDal  haalth 
inauranea  and  to  win  tha  baarta  and  minda  ofpoUtietana  nationwida  for  mora 
Umitad  raforaa.* 

VS.  CoDfraaa.  Houat.  Salact  Committs*  on  Children,  Youth,  and  Familiea. 

Tha  oKanyny  faca  of  haalth  cara:  the  movemant  toward  unireraal  accaaa.  Haaring, 
lOlJt  Coograaa,  lat  aaaaion.  Dac.  11, 1989.  Waahington,  GP.O.,  1990.  201  p. 
Haaring  bald  in  New  Havan,  CT. 

Waalay,  Tanae  P. 

Tha  coming  puah  for  national  haalth  cara.  Fraaman  idaaa  on  Ubarty,  v.  40,  Jan.  1990: 
30^1. 

"Calla  for  aoma  kind  of  national  haalth  care  program  have  incraated  during  tha 
paat  year  and  are  coming  from  a  Taricty  of  aourcaa.  The  rapid  aacalation  in  haahh  cara 
coata,  particukrly  in  tha  1980a,  and  attention  to  the  fleet  that  appRadmataly  30  million 
Americana  lack  haalth  cara  inauraoce,  have  raiaed  damanda  for  aome  kind  of  uniTeraal 
aolution.' 

Wail,  Ibomaa  P. 

la  it  time  for  NHl  national  health  inaura'v»?  Beat**  review:  life/haalch/inaurancc 
adition,  v.  90,  Apr.  ISMii  32-34, 113>114. 

Piadicta  "what  aaama  inaritabla  in  the  ld90a  ie  a  national  health  inauranea 
program  enacted  on  a  atep^by-itep  baaia  and  a  flir  more  raetrictad  role  for  the  private 
health  inaurance  induatiy.' 


Mental  health  aervicea  under  a  VS.  national  health  inaurance  plan.  Hoapital  and 
community  paychiatzy,    42,  July  1991:  696-700. 

"Sometime  during  the  1990a,  the  VS.  Congraea  could  enact  Icgiilatton  that  would 
aatabliih  uniTeraal  accaaa  to  beak  hoapital  and  phyaidan  eervicea  and,  later,  create  a 
national  haalth  inaurance  plan.  The  author  csploraa  the  potential  effect  of  tbeae 
programa  on  atate  peychiatric  Cacilitiea;  abort-term  acute  paychiatric  care  (acilitiea, 
including  thoae  under  for-proHt  ownerahip;  mental  health  profeeaionala;  and  daliTety 
of  patient  care." 


A  univeraai  accaaa  plan:  a  atap  toward  national  health  inaurance?  Hoapital  4  health 
aerricaa  adminiatration,    32,  aprinc  1992:  37-61. 

Condudea  that  the  peaaegs  of  a  uniTeraal  accaaa  plan  ia  a  neceeeaxy  and 
incremental  etep  that  will  provide  additional  time  for  the  diacuaaion  of  whether  and,  if 
ao,  whtn  the  United  Statea  will  be  prepared  to  implement  the  final  atepe  toward  a 
more  aing^e-payer,  centrally  controlled  health  care  deliTety  qratem.* 

WoUaUin,JarTetB. 

National  health  inaurance:  a  medical  diaaater.  Freeman  ideaa  on  liberty,  t.  42,  Oct 
1992: 381-387. 

Contenda  that  an  altematiTc  to  national  beelth  inaurance  ia  the  removil  of 
burdeneome  and  eoatly  government  regutationa  that  binder  a  free  market  an>roach  to 
healthcare. 
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I.  r— yi  all  I  ■  mmA  Bwwigfc  nmlth  Cttm  Oj  ■  1 1  mu 

TTiiiiiil  jiinmn      ■■rtiril  [w nfminmh  in  tht  riilw^il  FifiiWir  nf  Tiliminj  Id 
rniilKiliii^  — itical  ;irniwriniiak  ^  wf  if ilift  poBlto  of  ^o^oiimo.  Looto, 

AtldaMtt,'C««A. 

F«ctaailickwn:«irM«fro«nattfaortbabor4Mr.  PMbUc  atiaM,  v.  12,  Juty-Auf.  1992: 
19-21. 

rtnaiian  bMhh  poikj  maafytt  J  urn  FuHoe  bM  hma  trarvdiAC  aeroM  th«  bordar 
foc  imify  lOy—w  to  telkto  Iwrftti  froaMiinfiah  and  th«  publie  about  htr  cowiti7*t 
»uch  Ia>i4td  and  Mnrh  mmW^mi  tpfbtm.  Htr  oui^wtcMi,  cut^and-dritd  talk  oo 
ttniyicaal  baahfa  cara  baa  wmi»  bar  a  popular  tranaiatnr  of  tha  Mytba  auirouadinf  tht 
Canadian  agrataaa.* 

Barar.lConriaL.  Evaoa,  Sobact  O. 

PacipactiTa:  intarpcatuif  Canada:  laodaU,  wiiMi  aata,  and  aytha.  Haaltb  affiiira, 
Y.  11,  afirinf  1902:4441. 

Bifalow,  Dooilas  A. 

Conparativa  eoala  and  iapacta  of  Canadian  and  Aaariean  paymant  Qratama  for  aMntal 
baaltb  aarvieaa.  Hoapital  and  ooaaMunify  pardilatiy,    40,  Auf.  1969: 

In  aUawipU  to  cootain  wantal  baalUi  ooata,  aifainiafamtota  ara  iivraaaiiniy  uajpg 
ineaotivao,  roaipaHtioo,  and  aeewintinf  atrafaflaa  and  ara  eraatsnf  aaora  ooaaplicatad 
ffwiw^nyayiiimi  Yot  tba  ooata  of tlMM  atrataciaa  and  tbaiT  bapacta  OQ  tha  afficacj 
aadaflkiaoiyof  aaantalhaaltiiaankiaahayayattobaatudiad.  Tba  autbon  eooipara 
mantal  baahbpajaHOt  agpalaeH  in  Britiah  Coluacbia  and  Orafon.* 

Canwia.  Policy,  Planninf,  and  Infonaatmi  Branch.  ICniatiy  of  Haaltb  and  WaUara. 
Haaltb  aaetor  in  CteMda:  b^abaato.  Ottawa,  1999. 

Canada'a  baaltb  cara  ajataia.  laaaooa  for  tba  Unitad  Stataa?  WMhin(too,  Ei^lojaa  Banafit 
RaaaaicbIiMtHute.1909.  Up.  (EaUU aiauabriaf no. 90) 

Diacuaaaa  Canada'a  "Matira  aueeaaa  in  providing  baaie  haaltb  cara  aarvieaa,* 
andaooa  in  ita  low  in£uit  SKirtalily  rataa.  Notaa  waahiiaiii  in  tba  ajratam'a 
inn«iWli<y,  "adauniatrativa  inoflSdaoeaa,  aupply  ahorta(aa,  (and]  oonflieta  witb 
pf  ovidara.* 

ConUin,  David  W. 

Why  Canada'a  ayatan  ia  battar  and  cfaaapar.  Policy  opttoM,  r.  11,  May  1990:  1$-18. 

Condudaa  tbat  Canadiana  bava  a  battar  haaltb  cara  ayttam,  witb  mora  eboicaa  of 
what  kind  of  can  tbay  raeatva  and  tnm  wfaoaa,  than  oMat  U^.  dtisana  bava,  avwn 
though  Canada  aai^  not  raapood  aa  quickly  to  devalopaaanta  in  taehnoiogy. 

Controlling  haaltb  aqtandituraa-tha  Canadian  raaltty.  Now  Knftand  journal  of  madidoa, 
Y.  320,  liar.  2, 19ft9:  S71-677. 

"Tba  Canadian  approach  haa  avoidad  or  aohrad  aararal  of  tba  ntora  tntraetabia 
problana  imdag  tha  Unitad  Stataa.  In  particular,  omall  haaltb  aipandituraa  bava 
baan  oooatrainad  to  a  atabia  abara  of  national  ineono,  and  univarMlily  of  covaraga 
(without  uaar  diargaa)  aliiwinataa  tba  problaaM  of  uanMnpanaatad  cara,  individual 
burdana  of  catoatrophie  illnaaa,  and  uninaurad  populatiooa  * 

Danaon,  Patricia. 

Hiddao  o^aahaad  eoala:  ia  Canada'a  ayataai  laally  laaa  aipaoriva?  Haaltb  al!airi,  v.  11, 
apriDf  1992:  21-43. 

"Eaaaunaa  tha  niailiaail  eoata  of  ahamatm  haaltb  cara  ayatana,  aaairting  that 
auatinc  eoBpariaona  ara  yoaaly  ■iaiaadinf  waparaa  niathiad  eoou  undar  monopoly 
public  inauranra  and  eoaapatitiva  ptivata  inauranoa  markata  in  fanaral  but  drawa  on 
actual  wparianra  in  Canada  and  tha  United  Stataa  fbr  aiapirical  aridanea.' 

Doaa  Canada  hava  tha  acMwar?  Conpiaaar  raporta,  t.  S7,  Sapt.  1992:  579>5ea. 

"yiaMinaa  tba  atrantbte  and  waakniwii  of  tha  Canadian  ayataai  and  avaluataa 
tha  nilit^M  livalil  agaiMt  it* 
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DoM  U^.  bnlth  ear*  xmd  a  dcm  of  r^imxtian  mtdicim?  BumoMt  Ac  hMlth,    9,  Nor. 
1991:  34,  Se-39, 42, 44^. 

EUbontM  «dvftDU|pM  and  flawa  in  tb«  CanadUn  health  care  tyatam'a  poaaibility 
aa  a  modal  for  "radical  chansea  Mcaaaaiy  to  achitva  afTordable  univtraal  baatth 
iiMuranea*  in  tha  U^. 

Dunlop,  ICaribm. 

Haalth  car*  Caowlian-atyle.  Public  dtixaD,    12,  Ju]y*Auf .  1992: 16-16. 

"Tba  r^inaHian  approach  to  kaapi&f  iU  pcopla  baalthy  and  traattnff  tham  when 
thay  ara  aick  may  lack  a  ftw  of  tha  balla  and  whiatlaa  commonly  aaaodatad  with  tha 
Unitad  Stataa*  ricbar  ayatam,  but  moat  Canadiana  aran't  praparad  to  trada  * 

Franca,  Gaorga. 

Coat  containmant  in  a  public-priTata  haalth  cara  lyatam:  tha  caaa  of  Italy.  Public 
budgating  Ac  financa,    11,  winter  1991:  63-74. 

"Haalth  eara  coat  containmant  baa  bacoma  an  important  iaaua  in  Waatem 
countriaa  in  recant  yaara.  Howavar,  moat  atforte  bava  mat  with  only  limitad  auccaaa 
and  Italy  ia  no  axcaption.  Thia  artick  axaminea  tha  mixad  public^private  lyatem 
exiating  in  Italy.  It  alao  deacribaa  and  avaluataa  coat-eontainmant  atforte  in  tha  Italian 
public  haalth  cara  ayatem.* 

Fucha,  Victor  R.  Hahn,JamaaS. 

How  doaa  Canada  do  it?  A  compariaon  of  ezpanditurca  for  pfayaiciaca*  aenricaa  in  tha 
Unitad  Stetaa  and  Canada.  New  England  journal  of  madicina,  323,  Sapt  27, 1990: 
884^90. 

Tbia  atudy  concentrataa  on  par  eapite  axpandituraa  for  pbyaiciana*  aanicM 
baeaxiaa  in  thia  important  aactor  tha  ratio  betwaan  U.S.  and  Canadian  apanding  ia 
paurticularly  larga  (1.72  in  1966).  In  otbar  worda,  aftar  a^juatmant  for  population  aixa 
•nd  tha  overall  purchaaing  power  of  the  Canadian  dollar,  Americana  apeod  72  percent 
mora  than  Canadiana  for  pfagraiciana'  aenricaa.  Tbe  comparable  ratio  for  boepital 
axpenditurea  ia  134,  and  for  all  other  health  eKpenditurea  combined  it  ia  130.' 

Graig,  Laurane  A. 

Haalth  of  nationa:  an  intematioDal  pcrapective  on  U.S.  health  cara  reform. 
Waahington,  Wyatt  Cc.,  1991.  263  p. 

Haialmaiar,  Edmund  P. 

Northern  diaeomfori:  the  illi  of  the  Canadian  health  ayatem.  Policy  review,  no.  68,  fall 
1991:  32-37. 

Condudea  that  the  U.S.  political  atructure  ia  fundameotally  unauited  to 
effectively  adminiatering  a  national  health  ayatem,*  particularly  one  with  waiting  liate. 
To  aome  extent,  "Canada'a  tyatem  eerraa  well  tbe  migority  who  are  raaaonably 
healthy.* 


Perception  va.  reality:  teking  a  aecood  look  at  Canadian  health  care.  Waahington, 
Heritage  Foundation,  1991.  20  p.  (Backgrounder,  no.  807) 

"Far  from  being  a  model  to  emulate,  the  Canadian  health  cara  ayatam  ta  an 
alluring  airen  whoaa  fetehing  appearance  maaka  hidden  dangara.  Contrary  to  popular 
peroaptionf  Canada  baa  failed  to  control  the  growth  in  health  cara  apanding.  At  tbe 
same  time  tbe  clinical  freedom  eo  deairad  by  doctora  ta  being  ataadily  taken  away  fit>m 
Canadian  pbyaiciana,  while  patiente  ara  forced  to  wait  in  lengthening  Unee  for  m^r 
treatmente.* 

Haivan,  Judy. 

Madiacare.  Mother  <ron«e,  v.  16.  Mar.  1991:  61-63.  67-69. 

"What  the  AMA  and  other  enemlee  of  our  Canadian  ayatem  aeem  to  be  banking  on 
ia  tha  notion  that  people  in  tbe  United  Stetee  will  turn  up  their  noaea  at  a  good 
alternative  if  it  can  be  made  to  eeem  idaolopcally  impure,  aonehow  un-American.  The 
Americana  I've  mat  tend  to  be  aaMrter  than  that* 

Haalth  care  ^yatema  abroad.  Hotpitala,  ▼.  66.  May  20, 1991:  30-36. 

Contente.-liOoking  abroad  for  ehangee  to  the  U.S.  health  care  lyetam, 
by  Mark  M.  Hagland.-^ermaz>y:  univeraal  coverage  leada  to  efficiency,  praiae, 
fay  Mark  M.  Hagfand. -Healthcare  'down  under':  aueeaee.  with  raaerratiooa, 
fay  Julie  Johnaon.~Two  ayatema  in  change:  Japan  and  the  Netherlanda,  by  Howard  J. 
Andarton. 
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HMlth  cmn  «y«UnM  in  tniMitioii.  Parig,  Orpnittion  for  EooDomic  Coopermtioo  tpd 
DcTvIopoMnt,  1990.  204  p.  (OECD  socul  polky  ctudiM  no.  7) 

Improved  •ffidanqr  i«  an  •■■■ntiil  amMrn  ofattempU  to  rtform  hMlth  catc 
•ytUnM  in  OECD  countriac  Thii  colUction  of  mm^  by  European  and  North 
AmTican  «p<rtt,  rTiwwi  MinafMi*!  tooto  and  tha  philoaofJii—  uadacpinning  tha 
arohitioo  of  aspaodtbira  od  haalth  ear*.* 

Holsnan,  DavkL 

Sackinf  euraa  for  an  aOinf  wjwbtm.  JnmAt  (Wathington  tima«),  v.  7,  Apr.  8, 1991: 

"Mott  Anmkana  are  usha^widi  the  U3.  health  care  ffyttem.  Add  to  that 
corporate  fhjatiatkKi  orer  the  riainf  eoet  of  empk^ee  benefita,  and 
makin«iorar«ronniiiOT«aaent.  Socm  aicpecte  took  to  tha  univerul  care  syatemi  of 
Canada  or  Garmaoj  ae  the  anawer.  But  otheca  eee  drawiiacka  in  national  programa 
and  ai^ud  tha  diveraty  of  plana  in  tha  United  States.* 

Horidtz,  Karen. 

Intwnatiooal  beoefita:  part  ooa-hMlth  care.  WMhlngton,  Employee  Benefit  Reaearch 
Inrtitute,  1990.  30  p.  (EBHI  iaaue  bviaf  no.  106) 

Preeenta  in  gn^ihie  format  infbnnctioo  on  private  and  public  health  ineurance 
programa  and  health  eiqModituree  in  the  U.S.  and  aereral  other  countriee:  Auatralia, 
Canada,  France,  Geraanjr,  Great  Britain,  Japan,  Netberlande,  and  Sweden. 

Hugbaa,  John  S. 

How  well  haa  Canada  contained  the  coats  of  doctoring  JAMA  (Journal  of  the 
American  Uadical  Aaeociatioct],    265,  Uaj  8, 1991:  2347-2361. 

"Canada'a  ptovinoea  h«fe  had  Tai7in(aueeeee  at  eootaininf  the  coete  of  pfayaidan 
aerricaa  through  tha  uea  of  fee  ecfaedulee  and  eapeoditure  targete.  Thieartide 
examinee  the  wide  variatioQ  in  tha  inffaaiii  in  the  eoata  of  pfayindan  eerricea  among 
Ontario,  Quebec,  and  Britiih  Columbia  between  197S  and  1967.  Coet  increaaee  during 
that  time  reaulted  firom  varioue  eoaibinatiow  of  inmiMM  in  pricae  (fece)  and 
utiliaatioii,  atiawilated  hf  an  inweaaed  supply  of  pbyeidana.' 

Huret,  Jereoqy  W. 

^fonn  ofhaaldi  care  in  Germany.  Health  care  financing  renew,    12,  spring  1991: 

Tor  the  past  46  years  Germaigr  haa  hwl  two  health  care  systems:  one  in  the 
former  Federal  Rapubtie  of  GermMoy  and  one  in  the  former  German  Democratic 
Republic  Ilia  syiAem  in  tha  Federal  lUpublkwaa  undergoing  soma  important  reform 
when  German  rsunifiration  took  place  in  October  1990.  Now  the  system  in  eastern 
Gennany  ia  undsrgDing  a  miQor  transformation  to  bring  it  mote  into  line  with  that  in 
western  Germany.* 

Iglehart,  John  K. 

Germany's  health  care  system  (Two  parts).  NewEngfand  journal  of  medicine.  324. 
Feb.  14, 1991:  603^;  June  13: 1750^. 

Ikefuni,  Naoki. 

Japaneee  bealdi  eate:  low  eoels,  regulsted  leee.  Health  affaire,  10,  faU  1991:  87-109. 
Kats,Aaioo. 

Hie  haalth  care  ijilii  of  British  ColuiriNa  and  WMhington  State:  teaming  from  tha 
oeighbofa.  On i  w  nmeijl  finance  rsriew,    7,  Dec  1991: 21-26  p. 

XVwpwatiiFa  data  oo  tha  adminiaMfao,  performance  and  quality  of  h^ 
in  a  notthweatara  Kate  and  ite  neig^ibor  in  Cwrndb  show  the  underlying  influence  of 
natioQal  cuhwea,  innnamiM  and  giiisiiimiiHsl  atrueturss  on  the  two  lystsoM.* 

KirkmsA-Ufl;  BradM. 

Health  iBMranea  eahMS  aod  implimentaliuu  in  tha  Netherlands  and  tha  Federal 
SapubUeofOeraaay.  JAIiA(Joanial  of  tha  AMsrkan  lledkal  Asaodation],  266, 
lfsyl8,lMl:S4f6-mi 

health  c«a  9«teM  in  the  NatMsnds  aod  the  Paderal  HapubUe  of  Garmam 
are  baaed  CO  a  est  of  values  thit  iimilva  antu^  oUi^tkms  batwaeo  private  parties. 
tlMsa  obUfitkna  are  lealiaed  throu^  lyateiM  ineorporatinc  private  praetiee 
pltjtit  iens,  r  ii—unity  and  chartfa-  and  awinidpality^afllliated  hospitals,  and  nonprofit 
and  forpralk  iaanrnw.  Th»  uadsr^ytog  vahms  aad  ia^iT— inlsHan  appimibss  in  thias 
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^yvUBM  provide  ftn  AltomttiTt  to  tb*  adoption  ofCanadUn-ctyla  b«alth  incuraoc* 

PfayvicUn  paynMnt  and  cott-coDtauuoMDt  ctnttagiM  in  WmI  QtrmaxQr:  tuggMtjona  for 
Mtdicar*  rvform.  Jouroal  of  hMlth  politic*,  policy  and  Uw,  t.  16,  tpring  1990:  89-99. 

*nM  capiUtioD  r*tM  art  datmnimd  hy  MgotiatioDc  b«twMn  tb«  pfaarucUa 
■Modationa  and  haalth  inmirtn.  Hm  Wwt  German  govtmrncDt  hai  baan  abU  to  tiart 
tome  influence  on  the  outcome  of  tbaaa  nefotiatioDa  through  •  quut-gOTammental 
adviaoty  body.  Aapectt  of  thie  •tructurt  could  be  adopted  by  Medicare  in  order  to 
determine  conver«ion  fiftcton  for  reaource-baeed  reletiTe  ralue  acalee  or  to  create 
expenditure  control  and  incentive  etnicturai  for  Medicare-participating  phyeicians.' 

Koeterlitz,  Julie. 

But  not  for  ue?  National  journal,  v.  21,  July  22, 19&9:  1S71-1876. 

Althou,!^  the  Oaziadian  health  care  tystcm  'appear*  to  offer  aome  better 
altemativee  to  the  pitfalla  of  the  U.S.  aystem ...  the  biggeat  reaaon  a  Canadian  lystem 
wouldn't  work  here,  VS.  analyatj  eay,  ii  Americana'  abiding  miatruat  of  their 

government  (Mtics  argue  that  in  a  univcreal  tyatem,  if  puah  came  to  above,  it 

would  auccumb  to  public  and  apecial-intcreet  preeauree  for  more  apending.' 


Taking  care  of  Canada.  National  journal,  v.  21,  July  15, 1989:  1792-1797. 

"Aj  America  agonizee  about  aoaring  medical  coata  ai)<I  the  milliona  who  lack  health 
ineurance,  Canada*a  ayatsm  illuatratae  the  proapecta  and  pitfalla  of  univeraal  coverage.' 

Krita,  Fran. 

Healthcare  policy  in  pcnpective:  a  global  view.  Medical  world  newi,  v.  33,  Apr.  1992: 
12-13. 

A  round  ubie  at  the  National  Managed  Care  Congreaa,  March  1992  "brought 
together  five  czpcrta  on  international  managed  care  to  point  out  the  problem*  and 
reforma  Caced  by  national  health  care  ssratcma  in  Canada,  Germany,  the  Netiierlanda, 
and  Great  Britain  and  the  leaaona  that  theae  experiencea  offer  for  the  United  Stataa. 

Lemieux,  Pierre. 

Socialized  medicine:  the  Canadian  experience.  Freeman,  v.  39,  Mar.  1989:  96-100. 

"Several  leaeona  can  be  drawn  from  the  Canadian  experience  with  aocialized 
medicine.  Pirat  of  all,  aocialized  medicine,  although  of  poor  quality,  ia  very  expenaive. 
A  aecond  leaaon  ia  the  danger  of  political  compromiae.  One  aocial  policy  tenda  to  lead 
to  another.  A  third  leaaon  deala  with  the  impact  of  egalitarianiam.  Socialised  medicine 
LI  both  a  consequence  and  a  great  contributor  to  the  idea  that  economic  conditiona 
ahould  be  equalixed  by  coercion." 

Levin,  Peter  J.  Wolfaon,  Jay. 

Health  care  in  tha  balance:  Japaneae  euiytbmy.  Hoapital  ft  health  aervicea 
adminiatration,  v.  34,  fall  1989:  311-323. 

"Japan  *a  health  care  delivery  aystem  fita  neatly  into  the  iaiand  nation'a 
well'Ordered^  carefully  balanced  infraatructure.  "nw  organization  and  operation  of 
Japan*a  health  aystem  reflacta  the  queat  for  harmony  and  balance,  or  eurythmy,  of 
Japaneae  culture.  While  Japan*a  economic  aucceae  haa  attracted  conaidezable  attention 
among  management  scientiita,  the  health  care  aystem  that  fuala  and  nurturea  the 
health  atatua  of  its  hyperproductive  workforce  has  not  been  a  topic  of  much  interest, 
lha  organisation  and  management  of  Japan'a  health  aervicea  dclivaty  aystem  are 
analysed  in  thia  article.' 

Looking  north  for  health:  what  we  can  leam  from  Canada'a  health  care  syatem.  Edited  by 
Arnold  Bennett  and  Orvill  Adama.  San  Franciaco,  Joaaey-Baaa,  19S3.  (The  Joaacy-Baaa 
hi^r  and  adult  education  aeriea) 

Thia  book  will  be  available  later  in  1993. 

Madore,  Odette. 

Eatabliahed  programa  financing  for  health  care.  Ottawa,  Reaearch  Branch,  Libraiy  of 
Parliament,  1991.  18  p.  (Background  paper  BP-264E  (Aug.  1991)) 

Analysae  the  paat  fifteen  years  of  health  care  transfer  payments  from  Ottawa  to 
provincial  gDvemments.  AaaeMea  "the  ability  of  certain  provinces  to  maintain  an 
adequate  level  of  health  care  servieea,  respect  for  national  standarda,  and  shared 
jurisdiction.' 
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r»im^*»  hmhb<m%  tj  H  ■■  •  modrf  fer  Urn  Unitrf  StaUtf  Cumot  Uatoty,  ▼.  90, 
Dm.  IMl:  4SMS7. 

^^^^J^iiBommmiiiB     CMiiitian  mi  m  iMMUt  witfa  ■liiril  caw  for  th»  U3.  li  m 
ICMtiivIiadbO. 

Jtp«i*sfoU«i9iMifortlMtliMr*  Cawinj  ■■fini,    11,  Oct  VMH:  9»sa. 
TiMti  wHk  ttMiwiinw  hiilHi  c—  cotto  for  Hi  ■MttU,  Jfn  h—  pcopo— d  a 

jirrrTrni  tn  Ihiib  rnili  tni  fiit  hiilth  nri  tirl  Inlii  thi  iinnw  illj  ' 

Uontm,immmA. 

AMmntmx  politkri  caHw  Hfi  th»  w  i b  for  Umnm  tnm  abroad.  Journal  of  haalth 
poUtka,  pohty  and  tew.    10^  apr««  IMh  m-14S. 

TbtopafcfptawatttdiaViiniaheutlwBhijMii  Itwont  within  tht  aoctert  of 
Aaofkao  peUtkal  colttira.  It  ■fctlilm  art  aon  of  Uit  diotinctm  ^ynamko  to  tht 
Aworican  nciliijMatiiig|Hui,<oi  tfco—        iio  holy  oapUm  tht  prntltaw  w  faet, 
tha profioaM m< howa pmanod,  — d tht altoroath>ao wa haft focfoaa.  llMoaBM 
politkil  proooot  ivhidi  ifaopad  paot  poUdoi  it  liki^  to  frasM  aogr  liotono  wa  tiy  to 
iiaport  fraai  fferoad.' 

tfuarOylaaR. 

HowDottoia^vmhMhbean.  BMdw'o  difMt,    141,  S«pt  1993:  «M»3. 

"30010  in  Comrooi  think  wa  coo  6x  our  |wohliaw  by  adoptiaf  Cooada'o  plan. 
Boforo  thoy  wto,  iot'o  ooa  how  tfaot  ij  iti  actually  wocto.' 

Mufdo,  Pat 

Jopaoooo  hoalth-eara  qriuoi  DO  paoaooa  for  atlinc  U3.  profm.  JEI  rtport,  no.  25A, 
July  S,  1991:  M7. 

"Noarfy  uoivocaal  aeeooo,  eboiet  of  piqraieian  and  bo^tal.  oharod  premium  ooott, 
crooo-froup  wihwdioo  that  holp  rolim  maj  ooo  group'o  burdoo,  and  foo  iiyvtoma  that 
can  rt^Mod  to  innoYatioaa  to  baahh  cart*  io  Japan  mutt  bo  *wti^Md  apuoat  mmm  of 
tht  nofttiTtt,*  inrhidint  tiw  ^xirdto  oa  tht  jimiiiaaiit  to  eott  ortrrunt  and 

to  rofulata  foaa.* 

Natiooal  haalth  cart:  ia  it  tha  anawor?  Caoatfe-U^.  outlook,  t.  2,  Stpt  1991:  wfaolo  ioout 

(96  p.) 

Cootaota.>Haalth  cart:  what  can  tht  Unitad  Statoa  and  Canada  Itam  from 
aach  othar?  fey  David  W.  CoQkUn.~Phik)aophical  iindarpinning  of  Canada'a  btalth 
cart  tytttm,  fay  Raita  B.  Dtbtr.~Ia  Canadian-atyta  gnvammtnt  htalth  ioauranea 
tha  anawtr  for  Unitad  Stattt*  htaldi  cart  and  aeeaat  wota?  by  Edward 
Ntutchltr.-How  to  aaaiaa  natiooal  haalth  policy  propoaala  and  crtatt  tht  ttngie 
bttt  plan,  fay  Paul  W.  Sparduto. 

NaTarro,  Victntt. 

A  national  htalth  profram  ia  nacaaaaiy.  CbalUnft,  ▼.  32,  ICtyVunt  1989:  36-40. 

"At  tht  numbtr  of  uninturtd  woi  ktit  diabt,  Amaricana  with  btalth  coreragt 
are  payinf  mora.  In  eootiaat,  Caaada'a  ftdtralfy  fundad  btalth  cart  it  mort 
tflidttnt  and  Itta  inflatioiiaiy.* 

Ntuachltr,  Edward. 

Canadian  haalth  cart:  tha  implicatiooa  of  public  haalth  inauranct.  Waahingtoo,  D.C., 
Htalth  InauranetAtaociatioo  of  Amtriea,  1990.  100  p. 

Thia  atudy  cootnbutaa  "to  tht  htalth  cart  policy  Mate  fay  dttcribtof  tht 
Canadian  iyataa,  afftminitu  Canada*a  eoat^oootainaMat  and  aoctai  rtcord  and 
aatttaiof  tht  fiteal  implieatiooa  for  fodtral  and  atatt  ffmumtntt  if  a  public  bttlth 
inturanea  tnHtleMit  wart  dariaad  in  tha  Unitad  Stataa. 

Paying  pfayriciana  in  Canada:  OHodincour  ft  and  ^a.  By  Jonathan  Lomaa  ...  (at  al]. 
Haalth  aSuta.  iprinff  1969: 90*108. 

Purauit  of  htalth  ijitii  rtfom.  Htalth  aflaira,  ▼.  10.  foil  1991:  wbcia  iiaua  (239  p.) 

Partial  eontaota.-Haalth  care  ayatana  in  twanty/our  eountritt.-Sovitt  bttlth 
cart  frooa  two  pOToptetivat.-^apanaat  htalth  cart:  low  eott  throufh  rtfulatad  ftaa.-A 
dtlTtrant  vitw  of  quauaa  in  Ontario.-Tranatatinf  VS.  Hlf  O  taparitnct  to  otbtr  htalth 
Qfitaiaa.-Hoalth  rtatua  in  Eaai  European  eountriM.~Coat  control:  Canada  vaiaua  tha 
Unitad  Stataa. 
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Tlit Canadian «nd U3. Urith cw i iM  pcofllM and polk^  HcMpitaland 
lMahhatr^adMinkt»tk«.v.3«.ii>riii«19ei:a6^ 

X^M^tfitOM  an  Madt  in  tbte  artida  batwMn  tbt  Canadian  and  U3.  baahh 
caw  iMwranca  and  diMmy  gihiM  C«Mda  haa  nnimal,  wnpcalataaiva,  and 

puMidty  ftuMhd  haahh  iMwnea  far  mtMfy  n  ty  hoipttal  and  |i1uwriM 

avTiMa.  TbaUnitadStafeMtenoi.  Agp  ipti  haahh  cafa  captoditaria  far 
both  aountriat  an  aiaaunad  M  ata  thoat  far  Iba  hotpital  and  fhov^ 
aaetota.  Pdicy  difhianota Uiaam both  ijH—i.  inchidinf  igrata^  Modato,  haalth 
inwiranaa  flnandnft  raaowta  tommkimmit  and  control,  and  atrrtoa  liMita,  aw 
pwantad.  ObawratioiM  aw  aada  riprrting two  iliaiinN  of  tha  Canadian 
■Mdat-protpaeti w  pl^Mcian  aKtor  and  proipactiw  hoapiUl  ^obd 
wfaatbar  thty  aw  tuaMplantabla  to  tha  Unitad  Stalaa.* 

Tha  BaformoC  haahh  caw:  acooiiawtiw  ana^ofaa^  OECDcountriM.  Haahh  poU^ 
atudiaa,  no.  Z  Parif,  OECD,  1992.  162  p. 

Thii  Yoluma  daaenbat  and  tmtum  tha  wfonn  path  foUowad  in  caran  Europaan 
eounUiar  Btl|^u»,  Pranea,  Garmaay,  IwUnd,  tha  Ncthariandi.  Spain  and  tha  Um 
Kiz«d0B.  ItoutUnMthaprindplMadoptodl^BoatortbaaafovanuMatotoBonitor 
chanp,  tbou^  tha  objactivaa  wnutin  dMpitad  budgttaxy  eoMtwinta,  to  inprova  tha 
baalth  of  tbtir  population  in  gcnawl  aa  wtU  aa  aquitabla  aeoMa  to  haalth  whila 
napactinf  macro-aeooomic  aqpiilibria." 

Baihaidt,  Uwa  £. 

Waat  Gannan/a  baalth-can  and  haalth-inauTanca  lyttem:  combining  uniwraal  aecaca 
with  coat  control.  In  VS.  BipartiMn  Comwiajion  on  Comprabtnaiw  Haalth  Caw, 
SupplaoMnt  to  final  wport,  1990.  pp.  3-16. 

Bochtfott,  David  A. 

Mow  liMOM,  of  a  diffawnt  kind:  Canadian  nantal  bMlth  policy  in  compawti w 
pawpactiw.  Hoapital  and  community  pifychiatzy,  t.  43,  Nor.  1992: 1063-1090. 

Tha  author  condudaa  that  uniwraal  ioauranca  covarafi  pattamad  aftar  tha 
r«f^«Ji>n  Biodal  would  amalioraU  only  aoma  problema  &cad  by  mantally  ill 
paraona  in  tha  Unitad  SUtaa.  Ifantal  haalth  banafitt  muat  bt  atructurad  to 
aMuw  tha  availability  and  orfuusation  of  a  ftiU  apactrum  of  lonf-tann  baalth 
caw  and  aupportiva  aarvicaa.* 

Rodwin,  Victor  G.  Grabla,  Hanray.  Thial,  GwfOTy- 

Updatinf  tha  fea  achedula  for  physician  wimbunament:  a  comf^arativa  analyaia  of 
Franca,  Gannany,  Canada,  and  tha  Unitad  SUtaa.  QuaUty  aaniranca,  v.  5,  Fab.  1990: 
16-24. 

Roaa,  Jean-Jacquaa.  LauDoia,  Robert 

Franca.  In  Comparative  haalth  ■yttama:  the  future  of  National  health  care  syttama 
and  economic  analysia,  Jaan-Jaatuint  Roaa,  ad.  Greenwich,  Conn.,  JAI  Praaa,  Inc., 
1990. 

Sabatino,  Frank. 

The  delivery  challensea  poaad  by  Canada:  a  bilateral  view.  Hoapitala,  t.  64,  Nor. 
6, 1990:  68,  60,  62,  64. 

"American  baalth  care  adiicvaa  ialanda  of  excellence,  while  countleaa  miliiona 
lack  acceaa  to  haalth  caw  or  face  economic  daatitution  if  atruck  aerioualy  ill.  The 
Canadian  aystam  achievea  universal  acceaa,  economic  aecurity,  and  effactiva  coat 
control  at  tha  azpenae  of  innovation  and  independence." 

Schieber,  George  J.  PoulUer,  Jaan-Pierw. 

International  health  spending:  iaauea  and  twnds.  Health  aflairs,  t.  10,  spring  1901: 


Schneider,  Markus. 

Health  caw  coat  containment  in  the  Federal  Republic  of  Germany.  Haalth  caw 
financing  wview,  v.  12,  spring  1991:  S7-101. 

"Since  1977,  coat  containment  baa  been  an  integral  part  of  health  policy  in  the 
Federal  Republic  of  Germany.  The  common  goal  of  tbc  coat-containment  acts  was  to 
bring  the  growth  of  health  caw  expenditures  in  line  with  growth  of  wb^  m  and  salaries 
of  eickneas  fund  members.  The  Health  Caw  Reform  Act  of  1989  is  the  moat  recent 
manifeaUtion  of  this  policy.  The  main  featuws  of  the  numerous  coatoontainment  acts 


106-116. 
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tn  iiiuftii  to Om mtU»,miitmtmK»t  tttatt  iriBHInBiiil  oo gupiijy  «nJ 

ShMk, JolmP.  ToiH^CtaiyJ-  Bufaia, Bobtft J. 

OC«Mte  4ow»«iVMt«MMttdifrMiil»lMMii9«lMi?  HmIOi Affiyn, ▼.  11, 

*CtMdft'«  Imltti  fnpHt  hM  btM  ftuiiBwl    a  tolutioQ  to  tfaa  wMt  Mcioiw  Ub 
•fflifiinf  hiikh  a—  ijwti . . .     propoMd,  Ctaada's  aodtl  would  rq^Uet 

tfao  «Ma(  oo^ioflte  iCffhate  «Mi  pMie  hMhfa 
ptocriM  thift  ivouU  ptotoek  ay  dttMso  fr«M  IIm  fiaindal  coQ^ 

StarfSaM,  BariMia. 

Pruaaiy  ear»  and  hiahh:  a  nrm  natiwial  coamatiooa.  JlAIIA.(jounialof  tfao  AaMrkan 
llodical  iUaodotioQ],  T.  9M,  Oct.         IML  SMS-SS71. 

TffmWMtwuinAiotiialiiidaiitkaawatatioaiyMiioiitfaobaoiaoftfi^ 
daaractmtkK  tfao  fBtMMt  of  thw  iNtiMy  IkMlth 

i&dicaton  (a«^  inbot  Moctalitj,'  lifb  ai^tftanry,  and  af»-a4juatad  doatfa  xatM),  and  tha 
aatirfftkin of  thtir popnlarinna  m taiaKwi  to uiwaU aoita of  tfao  ■jiUm*  Cinadat 
SwadM,  and  tfao  K«Cfa«)«kdi  TanM  iMfli;  tfao  U3.  and  WMt 
aUtfaMOMMuna. 

Tarria,  MUtoo. 

Lw CM  horn  Canada'a  liMhih  pnr>aL  TMlinolocr  maw.  t.  93,  F«b.>Uar.  1990: 
27-33. 

'Btjood  a  doubt,  tlio  Canarfion  Modieal-caia  BjtUmi  c«n  toacfa  tfao  UniUd 
Statoa  a  lot  about  bow  to  pcovidt  lim  and  hnmaM  hoalth  ecnrac^  But  in 
iwlrinf  aohitioaa  to  tho  natioa'a  ■■r^iral  wom^  AaMrieana  aaiat  ba  pnpand  to 
Uarn  froaa  Canada'a  ii  iit  m  wall  m  to  atcanjth.* 

VS.  Coap^  Sonata.  CoMMttaaocflnmiaaiiilrf  Affitira. 

Cutttnc  hoaltli  cart  eooiR  «pmneoo  in  Fnnea,  Qarauugr,  and  Ji^ian.  Joint  boarinf 
bafoc*  tba  Cnwmittoa  on  Goiwiiawiitol  AfCun,  Unitad  Statoa  Sonau  and  tbo  SpacUl 
CoaMaittaa  oo  Aginfc  UnitodStatw  8an1a,  Iflflnd  Conyaw,  lat  iminn.  Nor.  19, 
1991.  Waflhincton,GP.O.,1992.  192  p. 
"Sorial  no.  102-lS* 

VS.  GaMral  AecountincOflBea. 

Canadian  baaltb  ioauranea:  afriwaHng  eoats  and  aavinffi  for  tha  Unitad  Stataa;  report 
to  tba  HonoraUa  Nancf    Johnaoo,  Houaa  of  RapraaantatiTaa.  Apr.  28, 1992. 
Waahinctoo,  Q  A.O.,  1992.  17  p. 
-GAQ/HKD-92^  B-24762S' 

*Eiaflaaota  of  a  Gaaadian-a^  ajataai  eootinua  to  ba  raiiawad  aa  part  of  current 
diacuaaionaof  baahbeofarafona.  AiMlyaao  that  attampi  to  aatimate  how  U3.  haaltfa 
apandiny  wouSd  rhanja  nndir  a  ranadian  atjto  lyatam  all  augfaat  aicDificaot  poUntial 
for  adauniatratha  aavinga.  Howatar,  aatiiaataa  rmj  mora  widaly  oo  tha  potantial 
additional  coaU  of  inrraaaad  utiliaaiion  fwiaralad  hf  tba  alimination  of  copajmanta. 
Appandixlpcofidwa  noMpariaonof  atudiaaandtba  fai^of  aatimataa.* 


Canadian  baaltb  inauranra-  laaaooa  for  tba  Unitad  Stataa;  raport  to  tha  chairman, 
Coaunittaa  on  GovacnBamt  Oparataona,  Houaa  of  laiaaaamaljiaa.  Juna  4, 1991. 
Waabinftoo,  GJLO.,  I99L  86  p. 
tUO/HRD-91-90,  B-244Q6r 

"Rariawa  Canada'a  unhmal,  pubUdj  ftindad  inauranoa  ayatam  ...  tha  poUeiaa 
uaad  in  tbia  ayatai,  wniaaipiaiMaa  for  both  baaltb  cara  apaodinjc  and  accaaa,  and 
impticatkma  for  tba  Uoltad  Stataa.* 


Haaltb  eara  apandinf  eoolroL*  tha  aipariaifcfa  of  Ftanea,  Garmanj,  and  Japan;  tvport  to 
eoniraaaional  taquaatara.  Nov.  IS,  1991.  WMhinyton.  GA.O.,  1991.  70  p. 
*OAO/HRI>^9,  B-2U84r 

"Daacribaa  thaaa  countriaa*  mathoda  of  proiridinf  unitaraal  corarafa  through  thair 
baaltb  inauranra  and  Bnanrinf  ajain,  thair  polioaa  intandad  to  raatrain  iirraaaaa  in 
baaltb  caia  ipanrfinfc  and  tba  affirtiiaftaaa  of  thaaa  polidai.'' 
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Vmm,  Joio. 

HMhhpoUcyinCMMik.  AprU  1988;  nvM  2S  No««nib«r  1900.  OtUwti,  BMMrdi 
Bni^l^niyofTuUMmux%1990.  17  p.  (Currwit  imu*  rmw  88-eE) 

Anaiywm  Oovtrnmtot  mporxibility  for  bMlth,  finanrinf  th*  aiystom,  bMlth 
poli^,  and  a  chroolofif  ot  ^nhMmuatMry  Mtioci. 

Walkar,  UkhML 

CoUr«aity:bowtbqrdoa*tdoitmC«iMi«.  Bmmo,  t.  29,  Ifar.  1992: 86-99. 

*In  CuMd*  mithM  MCMt  to  b*dth  CAN  iwr  msdkiJ  outooMM  an  PtopU 
wait  lonfMr  in  toiiM  prorineta  than  in  otban,  and  aona  — dical  tachnolocjr  ia  avaiUbto 
in  aoBM  provineaa  but  not  otbaca.  Waatinf;  which  ia  tha  oofy  altacnathra  for 
low'ineona  CanadiazM,  aneourafM  hi^ineooM  r^r^i*~  to  fo  to  tht  Unitad  Stataa 
fortraatBMnt  Tba  cUar  inritration  ia  that  ^aiirirana  ahould  not  adopt  tht  Canadian 
haalth-cara  ayiUm  inthtMiMakaobaUarthatitwiUaol^thaprobliaBaoraMaatand 


Watsman,  SMUcy. 

SodaliMd  madicina  now-without  tha  wait  WMhingtoo  monthly,  t.  23,  Oct.  1991: 
43-46, 48^. 

Daapita  the  Utopian  claim*  of  univtraal  haalth  care  advocataa,  tha  probUmi  with 
tha  Canadian  lyttam  art  rtal.  Uakinf  it  rij^t  for  ut  will  taka  hard  work  and,  abovt 
all,  brutal  faonaaty  about  iU  flawa.  But  tht  tnd  rttult  will  bt  advanetd,  bumant 
madieal  cart  for  all  Americana.  That  it  will  alao  bt  billiona  of  dollars  cbaapar  than  tht 
juty-rifftd,  intquitabla  lyattm  w«*vt  got  now-wtll,  that't  jutt  addad  inetntivt  to  do 
tht  right  thing.* 

Wtil,  Tbomaa  P. 

Tht  Gtrman  btalth  care  ^yttam:  a  modtl  for  hotpital  reform  in  the  United  Stattt? 
Hoapital  &  health  tervicta  adminiatration,  ▼.  37.  winter  1992:  633-547. 

*£i:ptri«nca  in  Gennacy  tUuatrataa  ^t  the  United  Stataa  could  potential^ 
achieve  uniTtraal  acceaa,  oottprthtnaive  and  hif^nquality  aervicae,  and  valut  for  tht 
monty  exptndtd  with  what  ia  often  referred  to  ae  a  *quaai-privaie  and  quaei-public* 
health  care  eyetam.  The  German  hoapital  eyatem  ia  analyiad  from  a  number  of 
pertpectivea,  and  it  i«  concluded  that  thi*  approach  hat  tome  advantagae  orer  a 
ein^e-payer,  monoUthic-lype  natk»ul  health  ineuranee  model.* 

Wicka,  Elliot  K. 

German  health  care:  financing,  adminiatration,  and  coverage.  Waahington,  Health 
Inaurance  AMociation  of  America,  1992.  70  p. 

Document  *giTee  particular  attention  to  the  role  fo  private  health  inaurance  in 
Germany.* 

WUaford,  David. 

Doctor*  and  the  atate:  the  politics  of  health  care  in  France  and  the  United  Staiee. 
Durham,  Duke  University  Praet,  1991.  366  p. 

Wolfe,  Samuel.  Badglcy,  Robin  F. 

Umveraal  accaat  in  Canada:  queationa  of  equity  remain.  Haalth/PAC  buUttin,  ▼.  22, 
faU1992:  29^. 

"Wolfe  and  Badglcy'e  inaij^tful  analyete  of  what  they  tea  ae  ehortcomingi  of  the 
Canadian  nwdal  and  auggtation*  for  their  remedy  are  eepadaUy  waleome  given  the 
queetionabla  validity  of  moat  critidam  of  tha  Canadten  eyatem  that  Americana  bear. 
Their  work  helpa  ua  undentand  the  rtal  problemt  that  remain  in  tht  atill-avolving 
Canadian  eyetam.  Aa  Americana  diacuta  the  varioua  poatibilitiea  for  progreaeiva 
fin|^e-pay«r  reform,  many  enviaion  a  atata-baaed  wytUm.  Wolfi  and  Badg^y  point  out 
that  damographically  rooted  inequalitita  and  the  lingering  health  burdene  of  aodal 
daae  miy  interfere  with  truly  national  univeraal  aeciee.  Hiey  alao  alert  ua  to  the 
dangers  that  federal  retreat  from  adequate  Itvela  of  aupport  would  poae  to  euch  a  atate 
atrattgy.* 


hi|^  coat.* 
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C  SSrOIMPBOrOSAUItOIIIFMWAa»BtOHEiaTaiN8in^ 
1.  OmmmI 

ABAMMkM«ppco«li;^]kMllliiVMHif«fcm.  iAllA  Uovrairi  of  tht  AMwkaa  IMimI 
<POtwl<otliiiithnKriMthii«r»><liM^riii'l>Hli* 

FwiitfcatwAtKiliilii^iUhitwtfc.  BiaMMM*hMlth,T.9,lf9lMl:l*-»»iai. 

p,^^^  ^  ^g^^^^U^  ^  ^^^^^^  ^        ^  ^        ^  ^  ^ 

iMurii^  tkft  ImM  oTttMr  iPQflMfm. 

Pi»et<  of  tha  fttJttto;  ttopt  towird  WfnrJrfJi  htrfth  ort.  Hoapctal  *  hMlth  MmoM 
•dainkMioo,    as,  fivii^  IMS:  S-U. 

Bir  r  ■MiHiti  "Aangnf  tilt  »ott  f  i»iiiilyhaM  hmHh  inwnw  pioduet  to  a 
plan  with  high  rtiAirtiMt  iirigi,  Mitf  niMtitatu^  cowunity-hMMl  hMlth  ptanoinf.' 

Bcfftko,  JbhiL  PaatMMii,  AnnllMia. 

A  health  pUn  dmkpifti  hf  ■■plnjin  aaJ  phgwaiMM.  Buwmm  &  hMlth.  t.  9,  F«b. 
1991:  68,  €Ml, 

'M  llmj  nialtlwMri  Sarriaiinlo,  a  tfaM»4Kwpital  tp/b&m,  wa*f  attwaptod  to 
dtaiyi  a hwatflto  plan Ifaat r>rT,^rtitoa  W|ili>jMAiipl(>jii^|ii iiiiilii  intodtptodtocy.  As 
a  multi»hotpttol  wfiooal  huHh       iMwMir,  Uwny  know  both  tha  — dieal  and  th» 
buaiMMOodsorhtahbcan.  AaalargiSirniMitB  •Mpkyir,  Mirrj'factt  »aqy  of 
thaMMhaalOicanMMtpffQUMtaaothwaavlagpats.  Wa  hopad  tiitt  bjr  eoadbiiuQff 
thia  triad  of  ptnpadivM  IP*  eoold  COM  tip  with  a  plan  that  wochad.' 

Bl«Mloo,ItotartJ.  Kdmit,J«MiifcrR  ^yMi^AaAvwL. 

UakiDC  tha  critkal  cfaoicaa.  JAICA  (Jouml  of  tha  AMricao  Modieal  AatoHatWi). 
T.  9S7,  hbor  13,  ll91:»9.aGM. 

niiia  artkk  Mtka  to  nplify  tha.dtbaft*  br  kiMttiiyinc 

•ccouiitforth»»tfnhatiaMofaiynitioorihtahhplaa  Hm  Moond  part  of  th« 

arttela  prinutt  tibulir  au— aiito  of  th>  pcopoaak  put  forth  fcy  ptatidtotial 
eaodidatat  and  Miwtiw  of  Coo^Mt.  propaaib  fagr  natkmal  lanrirtiorM  and  promuMnt 
hMlth  eart  oqMrta  that  haw  ippoartd  in  Tbo  Journal,  and  otbtr  important  propooaU; 
and  «•  Miplain  how  oaeh  plan  ■dirwii  tht  Mvao  oitieal  ianMa.* 

BodtnhaiiDf,  Thumm. 

Tha  majo^  playara  ttart  dttliny  th>  htrfth  rrfom  ff«a.  Nation,  t.  366,  Uar.  22, 
1993:  374^C,  37S-379. 

California  pt^ywdan  and  wimhir  of  Phgweiana  for  a  National  Hialth  Profram 
arguM  that  wawigwl  eoaipittaoo  ■•  not  th*  way  to     to  covtr  tht  uniiMurad  or  to 
control  eotta.  *An  tObetm,  aiapfo  and  populv  propOMl  is  availabto  to  him:  a 
unimal  haalth  inauranM  pro^M  that  sufaotituta*  a  tinglt  public  iiwurtr  CtinglA 
p^firO  for  tht  cumnt  Miitvlt  private  inturtoea  coipaniti* 

Bodanhtimar,  Hinaiit    Qniahadi,  Ktrin. 

Finandnc  unimaal  htahh  infUTMM:  tMtta,  prtnhiM,  and  tha  ItMOM  of  social 
inMiranea.  ^ousnal  of  hathhpoUtki,  policy  and  tew,  v.  17,  fiiU  1992:  439-462. 

Xhmt  tht  past  OMitoy,  most  industrislisti  MtioBS  hava  dattloptd  highly  popular 
social  iyiranea  jr tigi  mm  to  coair  ywiods  of  mir  wint,  dissbilily,  unsMpfaymtot, 
and  pigwiil  fcr  ■■*>■!  tara.  Social  insHranai  oonstitutoa  a  btend  of  tsa-lihs  and 
praaiua4ik»  ftaturts,  aOMnf  lessons  that  iMght  assist  in  braakinff  ths  currant 
impissi  avar  iiiiiiaiial  haalth  naanrinf  * 

Budatti,  Patar. 

Unimaal  haalth  can  uumati  pitftJIs  and  pros^i  of  a«i  avployMnt^bMsd  approach. 
Journal  of  Mhcina  and  plMkaopl^,  v.  17, 1992: 21-32. 

Thatiaatfcrijiliiiilii  rrfanaa  haa  oaaw  and  gona;  wt^t  to  now  naadad  to  action 
to  pravant  iliaitH.  fcUowad  hf  a  nniilm  whiiihW  rfthto  eountrya  haalth  cotaraga 
qrataai.  Ahhou|»  psrfaaya  aaara  lika|y  toba  triad  than  toora  radical,  wpUtily 
nitinnaliaad,  onas^  slip  iiiii  fifar»       net  fa  gar  Mwugh  to  curt  tfas  siyifleant  ilto  of 
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th«  cumnt  tmplaynwDt-bAMd  qnUm.  PMMf»  of  inadequate  nformt,  thtn,  eould  wall 
•at  tb«  atef*  for  nattonalisad  btalth  cara  in  thm  not  too  distant  futura.' 

BurgeM,  JaoMf  F.»  Jr.  Stefoa»  Tbaodora. 

Faderal  proriaion  of  haalUi  cara:  eraatinf  accaM  for  tb«  undMiiiaurad.  Journal  of 
baalth  cara  for  tb«  poor  and  undtraarrad,  t.  1»  aprinf  1991:4»4-387. 

Tba  fadaral  haalth  eara  ^yatam  for  vataram  ia  uaad  m  a  modal  for  txplorinf 
problana  that  nuct  ba  acrfvad  in  a  univaraal  ■rem  pUuL       diacuanon  focuaaa  on  tba 
•(facte  of  eompatition  for  patiante  and  health  cara  raaouroas  on  eocte,  innoration, 
laguUtko,  and  quality.' 

Bunoan,  Leonard  E.  Rod{*ra,  Jack. 

Tax  praftranc^^  and  amployaMnt^MMd  inmiranca.  National  tax  journal,  v.  46,  Sapt. 
1992:  3331-346. 

Tba  tax  subsidy  for  amplogrmtnt^M^ad  inmranea  haa  baan  an  important  Cictor  in 
tba  widMpraad  acce««  of  middla-  and  upper>claM  working  people  to  comprahcnatTa 
healtb  inauranoe  and  bi|^  quality  medical  care.  Th^  •ame  tax  eubci^y,  howavar,  haa 
played  a  xnigor  rola  in  the  «xploaion  of  m«dieal  coate  and  in  the  inmiranca  problems  of 
•mall  finna.  The  bi^  coat  of  inauranoe  and  baalth  care  compound*  the  proUene  of 
tbtt  uninaurad.' 

Butler,  Stuart  M. 

A  tax  refomi  atrategy  to  deal  with  the  uninaured.  JAMA  [Journal  of  the  American 
Medical  AaaocUtion],  v.  265,  May  16, 1991: 2541-2544. 

The  bi^  level  of  uninauranoe  in  the  United  Stetea  ia  due  in  large  meaaure  to  the 
tax  treatment  of  health  cara,  which  ia  baead  on  tb^  tax  axcluaioo  for  companyprovid^d 
plana.  Conacting  tlM  penreree  incentivea  for  providere  and  patiente  resulting  from 
thia  tax  treatment  ia  the  crucial  atep  to  creating  a  national  health  care  •ystam  that  ia 
aCbrdabU  and  •CHci^nt.  Hie  Heritage  Foundation  propoeal  caUa  for  tb«  •lunination  of 
the  currant  tax  exclusion  and  ite  raplacament  with  a  aystam  of  rafiindaUe  tax  cradite 
for  the  purchaae  of  health  inauranra  and  aaedical  aerrieee.' 


Uaing  tax  eredite  to  create  an  affordable  national  health  ayatem.  Waahington,  Heritage 
Foundation,  1990.  16  p.  (Backgrounder  no.  777) 

Diacuaaea  the  general  goala  of  health  care  reform  and  the  Heritage  Foundation 
propoeal  that  Nvould  assure  affoTdai}le  aeceaa  ia  health  care  for  all  Americana  with 
little  or  no  additional  coete  to  the  federal  treaaury.'  Provides  answers  to  apaeifle 
coneama  about  the  propoeal. 


Why  "play  or  pa/  national  health  cara  ia  doomed  to  fail.  Waahington,  Heritage 
Foundation,  1991.  9  p.  (Heritage  lecturea  329) 

Revised  version  of  testimony  gi'ven  to  the  Senate  Committee  on  L^bor  and  Human 
Rasourtaa  on  S.  1227  (HealthAmerica:  Affordable  Health  Cara  for  All  American  Act]  on 
July  24, 1991.  S.  1227  Vrould  create  a  national  health  system  in  Amsrica  on  tbs  *play 
or  pay*  model.  In  this  approadi,  UJ3.  eompanias  would  be  f^van  a  choice:  either 
provide  a  minimum  spedfSed  package  of  haalth  baoefite  to  employees  and  tbsir 
familiea,  or  pay  a  payroll  tax  to  finanea  a  public  program  to  cover  Americana  not 
covered  under  company  plana.' 

CalUhan,  Daniel. 

Reforming  the  health  care  aystem  for  children  and  the  elderly  to  balance  cure  and  care. 
Academic  medicine,  v.  67,  Apr.  1992:  219-222. 

In  the  area  of  heelth  care  reform,  an  entitlement  program  for  the  young  ia  not 
the  anawer  aociety  muat  overcome  ite  unwillingness  and  put  into  plaos  a  univaraal 
health  cara  qrstem.  Even  with  such  a  system,  the  baalth  care  neede  of  the  elderly  will 
continue  to  grow  and  abaorb  mora  reeoureas,  both  bacauae  the  percentage  of  elderly  is 
rising  and  because  developmente  in  medical  tacbitology  continue  to  create  new 
treatment  possibilities  and  aipactetions.' 

Cantor,  Joel  C. 

Expanding  health  insurance  coverage:  who  will  pay?  Journal  of  health  politics,  policy 
and  Uw,  v.  16,  winter  1990:  756-778. 

"Recant  discussions  on  extending  health  insurance  to  the  more  than  thirty  million 
uninaured  AnMrieans  have  focused  on  two  etrategiee:  expanding  the  Medicaid  program 
and  mandating  that  employers  sponsor  eoveragi  for  tbsir  amployeas.  This  ana^rsia, 
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u«mc  A  mioradiDuUtioo  modal  oftba  UJS.  hmlth  can  finandnff  ayatam,  auffaata  that 
thaaa  two  optiooa  would  raault  in       diffaraot  daatnbutiooa  of  fSoaodal  buxdan.' 

Claeton,  David  L. 

Tba  madieal  unioaurad.  Public  finaooa  quartacff ,    17,  Jan.  1989:  66^. 

ATfuaa  that  tha  prtaiot  darign  of  public  aaiatanca  profprama  qaataa  a  markat 
fiailura  by  rulinf  out  Umitad  eailioc  oovtrafi  <or  individuala  who  oooaidar  public 
aaaiatanca  proyaaa  to  pnrwda  at  laaat  partial  corarft  agunat  loaaaa.  Thiaia 
particularly  ralarant  to  tba  atata  lladieaid  naady  pro^sM  and  tbacr  apaodniown 
proviaiooa.* 

Cuater,  William  S. 

Emplqjrar  baalth  eara  plan  daaign  and  ita  affact  oo  plan  eoata.  Inquiiy,    28,  apring 
1991:  81-86. 

Tliia  noU  daacribaa  tha  raaulta  of  a  atu«fy  that  awminad  tha  cfftcta  of  amplq^^ 
baalth  plan  daaign  on  tha  dalivacy  of  baalth  cara  aanricaa  and  on  total  plan  coaU 
Emplqyara  in  tha  Houatoo  Area  Haalth  Cara  CoaUtiOD  providad  indamni^  plan  daima 
daU  for  tba  yaara  1906^.  TT>aaa  daU  wara  uaad  to  auunina  tha  aourcaa  of  plan  coata 
bydiafDoataandtypaofaarriea.  t^M  data  ia  alao  uaad  to  axamina  tha  ralationabip 
batwaan  alattanta  of  baalth  eara  plan  daai^i  and  total  plan  cfaarfia  * 

Tba  Damand  for  aonpk^naot^iaaad  baalth  iwurancaplaiM.  Journal  of  human  taaouroaa. 
24.  wtntar  1969: 115.142.  riaouroaa, 

"Eatimataa  ahow  that  amplojraaa  art  Twy  aaoaitiva  to  the  outof-pockat  premium 
for  aach  plan,  coQtroUinf  for  othar  plan  cfaaractatiatiea.  IImm  raaulta  ara  important 
both  for  public  policy  and  for  amptoyara  who  offar  multipla  baalth  plana* 

Damocratic  Stud|y  Group. 

Alumativa  approaefaaa  to  haalth  cara  nfocm.  DSG  apadal  raport,  no.  102-8,  July  22, 
1991: 1-22. 

Outlinaa  propoaala  introducad  by  DMaoerata  to  tba  102nd  Coograaa,  Vlaoa 
achiavtnf  both  uuivaraalocnara^  and  ajrataauertfarm.*  Findb  a  conaaoaua  that 
BaaaninfAal  rtfona  muat  promota  uuimraal  haalth  in«r«^  covarafa;  tha  baalth 
inaur«x»  covarai^  providrf  aauat  rifwaaaot  an  adaquau  lawl  of  baoaeu;  and  tba 
baalth  inauranoa  eovat««i  pnmdad  muat  ba  affordabia; . . .  (and]  tba  daUvaty  of  baalth 
caw  abouW  rrnin  in  tha  handa  of  privataWad  pl^^ 
traaly  choaan  fay  eonaumara.* 

Diamond,  Patar. 

OrfUkixinf  tha  baalth  inMuanea  BMrlcat  EeoooMCrica,    60,  Nor,  1992: 1233.1254. 

*nua  p^ar  pcaamte  a  oaw  a]ipn>a<li  to  orfaniiinc  univaraal  hialth  iiMuranoa. 
Pirat  tha  ft)TarMaant  diwdaa  tha  aotira  po|Hilarioo  into  many  largi  ctwpa.  Than,  tha 
^mnamirtewajaa^^ 

film  TT»»HaalthM  would  oraata  a  abort  maou  of  akamati^aoUcitbida  for 
loaunng  tba  aotira  group,  and  prieaakariMtiv^  Tbaia  would  ba  no  eoonactioQ 
batwaan  baalth  UMuraom  and  a^kymaoL* 

DixoQ,  Jannifar. 

MlS^*^  "^**^  Oct  17. 1992: 

Et^aiio^-hpwtohadthean 

!?l!^r*'''^.**;^^*?*'*»*»VP**a^»  Waalao 

r  tba  libafy  aouraa  of  raform  in  tha 

IXaranta,  Aiaona  L.  DuranCa,  Salvataca  J. 
IW«ja:pnamp^ 


ni>bartkiaaimatodimoDatiaKfcyadataaadlookMMa.fcata,thatauA 

S!?!^-*:^'^T^r^^^'°^*~'^*^*^  (WMaaSmadidn. 
tba  nalk«al  ar  tha  atola  laay.  ia  a  ifaa«ri|to  fcr  a  tooi'a  paradiaa." 
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EUwood,  lUrily  Ifymtr.  BurwcU,  BrUn. 

Aeemm  to  Madicaid  snd  Utdicart  by  Um  Iow-izmoum  diMbI«L  HmJUi  cart  financing 
wviaw,  1990  azmual  •upplement:  133-148. 

'A  aeriM  of  options  for  raatructurinf  program  eligibiUty  raquiramenta  ara 
praaantad,  with  particular  attantion  to  improTinc  tha  pU^t  of  tba  low-incoma  diaablad 
workar  during  tba  24-iDonth  waiting  pariod  for  Bfadicara.  Optiona  for  Madicaid 
inTolva  nationwide  ineoma  aligibiUty  lavala  at  100  parcant  of  povarty  and  mandatoiy 
buy-In  provisiona  to  Uadicaid  in  ail  SUtaa.  For  Uadicara,  tba  raforma  ranga  from 
altering  tba  waiting  pariod  for  Madicara  by  tba  diaablad  wbo  ara  axpeetad  to  die  within 
24  montbi  after  benefit  eward  to  eUminating  the  waiting  period  altoptbar." 

Enthoven,  Alain.  Kronick,  Richard. 

A  conaumeiH^ice  health  plan  for  the  1990c:  univaraal  health  inauranee  in  •  ayatem 
deaignad  to  promote  quality  and  economy.  New  England  journal  of  medicine,  v.  320, 
Jan.  6, 1989:  29^7. 

Propoaea  'that  eveiyone  not  covered  by  Medicare,  Medicaid,  or  aome  other  public 
program  be  enabled  to  buy  affordable  coverage,  either  throuf^i  their  emplqyere  or 
throu^  e  'public  eponaor.'  To  ettack  the  exceae,  we  propoae  e  etrategy  of  managed 
competition  in  which  collective  egenta,  ccUed  eponaore,  euch  aa  the  Health  Care 
Financing  Adminiatration  and  large  employera,  contract  with  competing  health  plana 
and  manage  e  procew  of  informed  coat-conacioua  conaumer  choice  that  rewarda 
providera  who  deliver  hi^-quality  care  economically." 


Univeraal  health  insurance  throuf^  incentives  reform.  JAMA  [Journal  of  the 
American  Medical  Association],  v.  265,  May  16, 1991:  2532-3536. 

"Roughly  35  million  Americans  have  no  health  care  coverage.  Health  care 
expenditurea  are  out  of  control.  The  problema  of  accesa  and  coat  are  inextricably 
related.  Important  correctable  causes  include  coat-unconacioua  denund,  a  aystem  not 
organi2ed  for  quality  and  economy,  market  failure,  and  public  funda  not  distributed 
equitably  or  effectively  to  motivate  widespread  coverage.  We  propoae  Public  Sponsor 
agenciea  to  offer  subsidised  coverage  to  tboae  otherwise  uninsured,  mandated 
employer-provided  health  insurance,  premium  contributions  from  all  employers  and 
employees,  e  limit  on  tax'free  employer  contributions  to  emplc^fee  health  inauranee, 
and  ^managed  competition." 

Fein,  Rashi. 

The  health  security  partnership:  a  Federal-State  universal  insurance  and 
coat^ntainment  program.  JAMA  [Journal  of  the  American  Medical  Association], 
r.  266,  May  16,  1991:  2555-2558. 

The  Health  Security  Partnership  attempta  to  aasure  (1)  that  all  Americans  have 
insvirance  coverage  for  a  set  of  comprehensive  health  care  benefits,  (2)  that 
coat^ntainment  iasuea  are  addraased  in  a  manner  that  does  not  impinge  negatively  on 
the  quality  of  care,  and  (3)  that  provider  freedom  to  deliver  appropriate  clinical  care  is 
strengthened.  It  assigns  important  responsibilities  to  the  federal  government  (eg, 
apadfication  of  benefita,  review  of  propoaed  atate  health  care  budgeta),  while 
permitting  statsa  to  select,  develop,  and  administer  specific  program  design  features 
they  deem  appropriate  (eg,  states  could  build  on  and  expand  the  existing  health  system 
infrastructure,  including  private  insurance,  and/or  extend  the  role  of  tax^aupported 
programs).  It  is  satimated  that  in  ita  firat  year  the  program  would  add  about  6%  to 
America'a  health  expenditures,  but  within  a  few  years,  coct-containment  efforta  and 
administrative  efficienciea  would  reduce  overall  axpenditurea  below  what  they 
otherwiae  would  be." 
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A  FwiMwork  for  Mform  of  ibm  US  betlth  cart  Amnrinf  and  provision  wpUm.  JAMA 
UouToal  of  tb«  AiiMriean  Mwlical  AwocUtioal,  t.  266.  Msy  15, 1991:  2629-26S1. 

1Upr«MDting  100  butioiMn,  infurtrt*  providtn  and  othar  amployara  tbrou|^K>ut 
Kanaaa,  tba  Kaniai  Employar  Coalition  oa  Haalth,  Inc.  is  tba  ataU*s  primasy  voica  for 
•mpiojrata  in  mattara  oT  haalth  policy.  In  1967  tha  coaliiioD**  board  raaolvad  to  aupply 
privata  aactor  laadarahip  to  aolva  tha  problam  oT  larga  nuttbatra  of  uninaurad 
Amtricana.  Whan  an  intamal  committaa  praaantad  a  univaraal  aeoaaa  modal,  tha  board 
returaad  it  to  tba  eomimttaa  with  inatnictiona  to  includa  proviatona  for  coat 
containnanU  In  July  1968  tba  board  aodoraad  tba  principiaa  and  ganaral  atiatagiaa  of 
tha  framawork  that  follows.' 

Friadcn,  Joyca. 

Many  roada  lead  to  health  iyitem  raform.  Buainaaa  4  haalth,    9,  Oct  1991:  38,  40, 
42,  44,  46, 46-50,  62,  54-56,  56, 62^. 

"To  help  sort  out  who  the  pl^rs  are,  what's  at  stake,  and  what  grand  scenarios 
are  in  store,  Business  4  Health  looks  at  the  migor  categoriy^of  health  reform  plans 
and  the  problems  they  all  tiy  to  solve.  We  also  talk  with  ji^vidual  emplotyers  and 
employer  groups  to  find  out  what  the  business  community  thinks  about  the  plans.' 

Gabel,  John.  DiCarlo,  Steven.  Sullivan,  Cynthia.   Rice,  Thomas. 

Employer-sponsored  health  insurance,  1989.  Haalth  affairs,  v.  9,  fall  1990:  161-175. 

Gold,  Martha. 

Health  maintenance  organizations:  structure,  performance,  and  current  issues  for 
employee  health  benefits  design.  Journal  of  occupational  medicine,  v.  33,  Mar.  1991: 
266-296. 

"After  summarizing  the  origins  and  key  principles  of  HMOs,  including  the  current 
characteristics  of  the  HMO  industry,  this  article  reviews  the  evidence  of  HMO 
performance  in  the  areas  of  benefits  design,  utilization  and  cost  efTsctiveness,  quality 
of  care  and  consumer  satisCsction,  and  atIe<:tion  and  overall  employer  aatisfaction. 
Outstanding  issues  and  concerns,  from  the  perspectix'S  of  employee  health  benefits 
design,  include  iisues  such  as  assuring  a  fair  price  for  HMO  benefits,  employer 
contribution  methods,  HMO  diversification,  and  coat  escalation  and  the  aearch  for 
value." 

Goodiaan,  John  C.  Robbins,  Gary.  Robbins,  Aldona. 

Mandating  health  insurance.  Dallas,  National  Center  for  PoU^  Analysis,  1969.  21, 
14  p. 

Argues  against  proposals  for  mandated  health  insurance  and  concludes  that  "it 
would  be  far  less  expensive  to  subsidize  unpaid  hospital  bills  from  public  funds.  And 
close  inspection  of  the  market  for  health  insurance  reveals  that  existing  government 
regulation  is  a  m^cr  cause  of  the  rising  number  of  people  without  heslth  insurance. 
Before  enacting  new  reflations,  we  should  first  repeal  old  ones  and  give  market  foreea 
a  chance  to  work." 

Grannat,  Diane. 

That's  not  covered.  Washingtonian,  v.  25.  Mar.  1990: 115-119, 177-178, 180-164. 

"While  Congress  and  the  federal  government  are  only  now  beginning  to  wrestle 
with  the  federal-employe«  health  plan,  private  employers  are  already  taking 
cost*cutting  measures." 

Haislmaier,  Edmund  F. 

A  cure  for  the  health  care  crisis.  Issues  in  science  and  technology,  v.  6,  spring  1990: 
69-63. 

Heritage  Foundation  analyst  argues  that  "restoring  consumer  choice  is  the  key  to 
genuine  and  lasting  reforms." 


The  Mitchell  HealthAmerica  Act:  a  bait  and  switch  for  American  workers. 
Washington,  Heritage  Foundation,  1992.  17  p.  (Issue  bulletin  no.  170) 

Predicts  that  passage  of  this  bill  with  its  incentives  would  'mean  that  the  play  or 
pay  system  quickly  would  collapse  into  a  fliil 'blown  government-run,  taxpayer 
financed,  national  heslth  care  system,  with  all  the  features  of  such  systems  that  would 
be  unacceptable  to  most  Americans-long  waiting  lines  for  care,  explicit  rationing  of 
cars,  aiMl  limits  on  a  patient's  choice  of  doctor  and  traatment." 
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H«U,UarkA. 


Rvforauof  tlM  haalth  ioauraDc*  mariwt  for  anall  bminw K«w  Eacbudjounaal  of 
iMdido*,  T.  SaS.  F«b.  90. 1992:  66&670. 

"FsMd  with  poMibl*  Mctinetioii,  Um  privaU  bMlth  iofuraoM  industry  hm  wxangfid 
M •  vocal advoeat* of r«fonnanf . ...  WithtlMrMtofth«driMtoo^bMlthcw« 
r*forai  in  fridlodt,  tfat  hmk  ttructiuo  oTthM*  smmutm  bM  broad  poUUcd  Mpport 
and  ia  viawad  by  aiaiqr  aa  havinf  a  hi|^  likalihood  of  paMafi,  both  in  individual  tUtaa 

uMlaar^iBthaoounaoffadaralnlbrm  U  ia  thwaCbca  iMimtiva  to  undwatand 

prtdat^  what  amall-froup-markat  nfbrm  will  and  will  not  aeeotapliah  toward  tb«  twin 
foala  of  univtcaal  aeoMt  and  eoit  oontainnaot.* 

Hanrejr,  Biit. 

ApropoaaltoprovidahaalthioMrancatoaUcbildranaDdaUpragDantwomaa.  Naw 
England  journal  of  madidoa,  t.  323,  Oct.  26, 1990: 121^1220. 

BMonuDtadi  a  plan  dcvalopad  the  American  Acadeniy  of  Podiatric*  which 
would  raplaca  Mwlicaid  and  py  financial  accaat  to  prrvantiva,  primaiy  and  naior 
madical,  and  cootdinatad  cara  to  all  childrao  and  pragoant  wooBon. 

Health  cara  reform.  Employaa  banafit  plan  ravitw,  t.  47,  liar.  1993: 10-12, 14-16, 18-20, 
22-26. 

p«*mi»^  *raform  maaauras  introduced  thus  Cur  in  the  lOSrd  Congraas.  Many  of 
tha  voicae  in  tha  rafonn  dabata  follow,  including  viewi  ezpretMd  by  the  inauranca 
induatzy,  aCata  (oramorv,  and  amployar  and  provider  groups.' 

Harzlmger,  Eegina  E. 

Healthy  competition:  a  third  approach  to  tha  medical-inauranca  criaie.  Atlantic 
monthly,  v.  268,  Aug.  19?1: 69-81. 

SuoMta  'aoabling  Americana  to  shop  for  their  own  poUdea*  of  medical  health 
ineurazkce  throuf^  a  combtnatioo  of  changes  in  the  income  tax  eodea  and  regulation  of 
health  itm«r^r*^  companiea,  rather  than  eaUblish  a  national  health  ioKiranea  system 
or  require  alt  amplcyara  to  provide  in«iranea. 

Is  tuc  reform  tha  key  to  health  cara  reform?  Edited  by  Stuart  M.  Butler.  Waahington, 
Heritage  Poundatioo,  1990.  128  p.  (Heritage  lectures  no.  296) 

At  head  of  title:  A  Heritage  Pouodation  Confereoea. 

Tha  Heritage  Foundation  in  1989  unveiled  a  bold  strategy  to  addrees  thsae 
coocama.  It  would  creaU  a  national  ayatem  that  would  reform  the  basic  tax  treatment 
of  health  care  to  give  help  where  it  ia  really  needed  and  to  introduce  real  incentives  for 
sensible  eoonomiea.  The  Heritage  propoaal  generated  cnormoua  intersst-and  contro- 
vert. Haritage  therafora  aaaembled  a  diattnguished  panel  of  experts  from  fciverament, 
industry,  and  tha  health  cara  field  for  thia  working  conferanca  to  ecrutinixe  the  plan, 
to  test  its  central  elements,  and  to  reGne  it  Their  discussions  and  critidams  are 
reprinted  here.' 

Jonea,  Stanley  B. 

Employar-bassJ  private  health  insurance  needs  structural  reform.  Inquiry  (Chicago), 
V.  29,  aummsr  1992: 120-127. 

'Argues  that  certain  structural  barriers  in  our  emplojrer^iaaed  health  insurance 
system  inevitably  mean  fikilure  by  employers,  private  insuxars,  and  phyaicianc  to 
produce  a  system  that  providss  aflbrdable  health  cars  and  inauranca  to  the  entire 
population  with  a  minimum  of  government  regulation  and  intervention.  Key  barriers 
that  lead  to  failure  in  manafinc  the  physician-patient  tzanaactiOQ  and  tha  competition 
amonf  health  care/health  insurinc  pUns  are  described.  Finally,  tha  minimal  scale  of 
Dsedsd reform  ia  discussed" 

Kavis,  Karen. 

Expanding  Medicare  and  employer  plans  to  achieve  univereal  health  insurance.  JAMA 
(Journal  ofthe  Amencan  Medical  Aaeodetion],  v.  265,  Msy  16, 1991:  2626-2628. 

*niiB  article  preaents  a  plan  to  cover  the  entire  US  population  by  building  on  the 
two  stroDfest  elements  of  the  current  syatem-employer-provided  health  insurance  and 
the  Medicare  proffraaoi,  vrhidi  currently  covers  elderly  and  dieabled  peraooa-wfaila 
institutinc  a  new  universal  provider  payment  syetem  to  control  riainf  coats.  lUs  plan 
would  adiiava  greater  aOkteMy  and  eimpUctty  by  establishing  a  common  basic  benefit 
packafi  under  both  Medicare  and  amploysr  plaos,  and  eatabliahinf  common  provider 
payment  methoda  applicable  to  both  Medicare  and  emiployer  plana.  It  would  be 
Hnanead  ***T^«g*»  a  coeebination  of  employer  and  iodividtial  premium  oontributioos, 
payinU  tssse,  personal  income  taass,  and  othsr  general  tax  revatMiae.* 
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KosUrlitz,  Julit. 

Unrkl^  busiiMM.  Nationtl  joumAl,  v.  23.  Apr.  6, 1991:  794-797. 

"Both  tb«  bMlth  inminau*  iodustzy  and  it*  critict  agrM  that  raforma  are  naedad 
to  guarantaa  madical  covcraga  for  tmall  buainaaMs  aod  tbair  tmployaaa.  Tba  quaation 
ia,  how  awaapinf  will  tha  changea  bar 

Kronick,  Richard. 

AdolMcant  baalth  inauraoea  atatua:  axuUyaat  of  tranda  in  eovtr«f>  and  prtliminazy 
attimataa  of  tha  affacta  of  an  tmployar  mandate  and  Uadicaid  axpaneion  on  tb* 
uniniurad;  background  paper  for  the  Office  of  Technologjr  Aeeaeement's  Project  on 
Adoleacant  Health  prepared  under  contract.  Waehington,  O.TA.,  for  aala  by  the  Supt 
ofDoca.,GP.O.,1989.  73  p. 
■OTA-BP-H^,  July  1989" 

Examinee  the  health  inauranca  atatua  of  adoleacenta,  age  10  to  18  yeaia,  uaing 
data  from  the  Current  Population  Surveya,  including  Mardi  1988  data  from  new 
queationa  frY>m  the  health  inauranoe  aupplement. 

Lippert,  Clare. 

The  Health  inauranoe  tax  credit  and  Medicaid  expaniion:  eligible  populationa. 
WaabingtoD,  Health  Inauranoe  Aaaociation  of  America,  1991.  31  p. 

"While  ieaa  widely  publiciied  than  the  changea  in  Medicaid,  the  tax  credit  ia  an 
innovative  meaaure  expected  to  complement  Medicaid  and  to  benefit  many  children.* 

McOure,  Walter 

US  health  care:  a  better  way.  International  economic  inaifi^ta,  v.  3,  Mar  .-Apr.  1992: 
37^. 

"Virtually  all  experta  agree  that  the  problema  plaguing  US  health  care  and 

coverage  atom  from  a  aingle  underlying  cauae:  tj:  unaound  market  Propoaed 

aolutiona  broadly  divide  into  two  campa:  thoae  that  would  make  the  private  market 
Bound;  and  thoae  that  would  replace  it  with  gownment  controla.' 

Menke,  Tern. 

Univeraal  health  inaurance  coverage  uaing  Medicare'a  payment  rataa.  Waihington, 
CoDgreaaional  Budget  Oflice,  for  aale  by  the  Supt.  of  Doca.,  GP.O.,  1991.  61  p. 

Morone,  Jamea  A. 

Hidden  complicationa:  why  health  care  competition  needa  regulation.  American 
proapect,  no.  10,  aummer  1992:  40-48. 

The  great  irony  of  market  reform  ia  that . . .  markete  are  not  poaaible  without 
aubtle  and  extenaive  govemment  regulation  . . .  There  ia  a  aimple,  incremental,  fully 
American,  politically  popular  way  to  begin:  expand  Medicare  to  the  entire  population. 
There  are  alao  more  elaborate  way*  to  achieve  a  mora  juct,  eflicient  health  care  ayatem. 
But  none  ia  more  complex-to-deacribe,  to  lepalate,  to  implement,  or  to  adminiater- 
than  the  oatenaibly  aimple  notion  of  health  care  competition." 

Morriaey,  Michael  A.  Jenaen,  Gail  A.  Henderlite,  Stephen  E. 

Employer-aponaored  health  inaurance  for  retired  Americana.  Health  aflaira,  v.  9, 
apring  1990:  67-73. 

O'Neill,  Paul. 

Health  cere  and  American  buaineea:  one  CBO'a  view.  Health  atfaira,  v.  10,  apring 

1991:  76^. 

In  thia  interview  Paul  O'Neill,  CEO  of  the  Aluminum  Company  of  America, 
*expreeaee  fear  that  the  United  SUtea  ia  headed  inexorably  down  a  road  of 
developing  a  federally  dominated  national  health  inaurance  acheme,  which  he 
hclievea  would  reault  in  a  diminiahed  ayatem  of  care.  Inataad,  O'Neill  Cavon  the 
impoaition  of  a  raquirament  on  eveiy  citiien  to  purchaae  baaic  health  inaurance 
coverage,  the  coat  of  which  would  ba  treated  aa  a  tax  credit,  with  public  aubaidiea 
for  paople  without  the  meana  to  pay.* 

Reuler,  Jamea  B. 

Health  care  for  the  homeleaa  in  a  national  baalth  program.  American  journal  of  public 
health,  v.  79,  Aug.  1989: 1033-1036. 

"Removal  of  flnancial  banter*  to  care  by  enactment  of  a  national  health  program 
in  the  US  would  not  aolve  all  iaeuea  related  to  deliveiy  of  quality  care  for  the  homeleaa 
unleaa  ite  atructura  addreeeid  the  epacial  needa  of  diaenfranchiaad  groupa.* 
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Sim,  ThocoM. 

Ineluding  aa  aIl*p«3rMr  r«iabu»Mn«at  wytiUm  in  •  uohrtcMl  bMlth  inwiranf 
program.  Inquixy  (Btn  Ftuidieo),    29,  mbumt  1993: 903-212. 

■Ekmmi^  th»  fiatibili^  of  ifvittdinf  an  •U-ptytr  niaabumotnt  gytUm  in  > 
unmMl  bMhh      pvo^rMi  in  tiM  UaiUd  Stated.  An  aU-ftytr  lyatiM  would 
katp  intact  tlK/ cuirtot  amj  of  ythrtto  and 

that  thay  — cfa  pny  tha       priw  for  boipital  mod  p}i^t\m  mrriom,  Thaartida 
eoodute  that  an  aU*p^rw  qrrtaM  would  fiMa     fawar  ^ 
pura^y  fni  ■rnMant'flnnnead  ijatani  T 

Salmon,  J.  Wamo.  Whitaii,  David  O. 

Improtinf  publie  haaUh  cart:  Imona  on  fovanianea  froot  fita  citiai.  Journal  of 
haalth  eara  for  tha  poor  and  undmrrad,  ▼.  S.  fiUl  1992: 28»04. 

Toli^f-oriaotad  invattifiAiona  into  public  btalth  cart  dtUvacy  hata  baan 
Umitad,  a^adalty  durinf  tha  ffaajin  ara  of  ooopatatton  and  proAt^Maad  haalth 
cara,  wfaon  tha  innar  aXj  waa  waontiiHy  Ibrfottan.  In  thia  atudfj,  polkTmakara 
tourad  fiva  uxban  public  haalth  eara  a^yatanM  in  diff«rant  parti  of  tha  countxy  to 
prookoCa  oooiidaration  of  a  naw  fonrnanea  for  Cbicafo  and  Cook  Coun^a 
compUcatad  and  uncoordinatad  cart  for  tha  madieaUy  itkUftnt  A  eoi^wriaon  of 
pattaroa  of  foratnanca  raraalad  atranftha  and  wiilrniwn  of aach  B>odal  Local 
laadarahip  and  tha  poUtteal  will  to  avolTa  a  ajriUat  of  eara,  with  claar  conoactioDa 
batwaan  tha  public  and  privata  aactora,  account  for  aach  citf»  ralattva  iuccaai  in 
addraatifif  mountinc  ntada  of  innar<i^  populationa.* 

Saltman,  Richard  B. 

Sincla-aourea  finaodoc  ajrvtaaaa:  a  aolution  for  tha  Unitad  Sutaa?  JAMA  [Journal 
of  tha  Amaricu)  Madical  AModatioD],  ▼.  268,  Aug.  12, 1992:  774-779. 

"Althoufh  tax-baa«d  and  aoeial  inauranee  baaad  fomt  of  ■in|ia-aourca 
Knmnfing  diffoT  itt  how  thcj  raiaa  (linda,  thiy  ahara  a  ooouaon  aat  of  attuctural 
charactaciatiea.  In  particular,  thay  both  anabt*  puhli^  aeeountabia  authoritiaa  to 
eoQtrol  aciprafftta  tKpanditura  lavala  by  craatirif  a  eountarrailinf  powar  to 
praaauraa  for  tnaraaaad  aaqtcndituraa  fi»m  providM  Whila  m^jor  rafbnn 
initiativaa  nra  undar  way  in  Europaan  ainila^Mroa  finanrinf  ayatamt,  thaac 
initiattvaa  hava  ao  Cur  aou|^t  to  impwa  tha  amdancy,  affaetivanaaa,  and/or 
raaponaivaoaaa  to  pattama  of  aarnea  daUvary  without  radtkcinf  thair  oommitment 
to  uniTaraal  aeeaaa  to  nacaaaaiy  eara.  Thaartidaeondudaa  withareriawoftha 
advantafaa  and  diaadvantafaa  that  could  aceompany  tha  introduction  of  a 
ain^a-aourea  ^Miwinj lyaCam  in  tha  Unitad  Stataa* 

Schramm,  Carl  J. 

Gorammaot,  pcivata  haalth  inaurance,  and  tha  pMtl  of  univarwl  haalth  eara 
coyarafa.  Inquiry  (ChicafD),  ▼.  29,  aummer  1992:  963-266. 

"Hia  Haalth  Inauranca  Aaaodation  of  Amariea  adrocataa  jomt  afforta  by 
fadaral  and  atata  fovamnMnta  and  tha  privata  aactor  to  achiara  tha  goal  of 
uniTaraal  arcaaa  to  haalth  eara.  It  raoommanda  aavaral  changaa  in  tha  amall 
amployar  marfcat  to  provide  graatar  pradtetability  and  protaetion  to  thoaa  inaurad, 
induding  aataUiahmant  of  privata,  not-for-profit  rainMiranea  ori^niiattona 
authoriiad  fay  tha  atataa.  S^ta  riak  poola  for  uninauraUa  indinduala  who  ara  not 
part  of  an  amployar  group  ara  alao  propoaad.  Tha  fadaral  govammant  rola  would 
induda  aapaniding  Madicaid  aligibility  and  adapting  all  inaurad  plana  fhim  atata 
mandatad  banafita.  HIAA'a  propoaal  alao  aUaaaii  tha  continuad  growth  and  uaa 
of  manAfMi  eara  pco^ama." 

Salactad  qptaooa  for  aipanding  haalth  inauranea  eoraraga.  Waahington,  Congraaaiooal 
Budgat  Offica,  for  aala  fay  tha  Supt  of  Doca.,  OP.O.,  1991.  79  p. 

"niia  atudly  analyiaa  two  SMgor  approachaa  for  aubatantially  radudog  tha 
number  of  uninaurad  paopla.  One  would  aspand  amplojrmant-baaad  eovaraga, 
wfaila  tha  othar  would  eovar  aaora  paopla  under  Ifadkaid.* 

Small  buiinaaa  and  tha  National  haalth  eara  reform  debate.  Haalth  aflkira,  ▼.  11,  apring 

1992:  lU-173. 

Diet  urn  la  the  implicationa  of  currant  haalth  care  reform  propoeala  for  amall 
huarnaaaaa  and  thair  amplojaaa,  drawing  on  thIa  aurray  and  otbata*" 


ERLC 


479 


Snidtr,  Sarah. 

FMtuTM  of  tmploytr^tpODMnd  h«alth  pUiM=  WMhinfton,  EmpIoyM  Btnafit  RMMirch 
XiMtitutc,  1992.  31  p.  (EBRI  iami*  briaf  no.  128) 

Providaa  ttatiatical  infonnation  on  baalth  plan  coata  to  amployaia,  coat  aharing, 
plan  fUodinf,  haalth  can  dalivtiy  9yttna»,  nootradikional  baoafita,  and  raCiraa  haalth 
covarafa.  DiaeuaMa  aona  SUta  and  Fadaral  initiatiiraa. 

Swarts,  KatbarizM. 

Why  raquiring  amployara  to  provida  baalth    wranca  ia  a  bad  idaa.  Journal  of 
baalth  politica,  policy  and  law,  t.  16,  winUr  1990:  779-792. 

Tbara  ia  mountinf  praaaura  at  tba  fedaral  (and  atata)  lavtl  to  raqutra 
amployara  to  provida  baidtb  inauraoca  to  thair  amployaaa.  Howavar,  two  quita 
diflcrant  groupa  of  workari  could  ba  aflactad  hy  aucb  a  mandata.  In  addition, 
thera  ara  at  laaat  five  mi^r  problema  with  raquirinf  amployara  to  provide  baalth 
inauranca.  Chief  among  tbaaa  ia  tba  furtbar  fracturing  of  tba  inauranca  markat, 
■o  that  the  ipreading  of  riak  will  ba  raducad,  and  only  tba  young  and  baalthy  will 
ba  oftarad  inauranca  at  relatively  low  pramiuma.  Wa  ahould  ba  daaigning  a  baalth 
iBfuranca  ayitem  that  baa  both  univanal  eovaraga  and  a  coat-contaimnent 
ftructura.  Toward  thia  end,  we  need  to  tackle  iaauea  that  tranacand  alternative 
methodi  of  financing  health  cara  in  the  U.S.' 

Tapacottf  Idark. 

Health  plan  hot  poUto.  Government  executive,  v.  21,  Oct.  1989:  50-52. 

Tbanka  to  factora  largely  beyond  their  control,  aelecting  a  health  inaurance  plan 
each  year  during  the  November  'open  Haaon'  can  ba  an  axaaparating  proceaa  for 
federal  worken  and  annuitanta.  There  ia  uaually  only  one  guarantee:  Whatever  ia 
choaen  will  coat  more.' 

Thompaon,  Roger. 

Curbing  the  high  coat  of  health  care.  Nation*!  buaineaa,  v.  77,  Sept  1989: 18-20,  22, 
24-26,  28-29. 

Finda  that  'the  lurfce  in  health-inauranca  premiuma  reflecte  the  nation*a 
unexpected  failure  to  bring  rieing  medical  coata  under  control.'  Suggeata  altemativea 
to  mandating  employera  to  provida  health  inaurance  in  a  time  of  double-digit  health 
coata  inilation. 

Thorpe,  Keonath  E. 

Expanding  employment-baaed  health  inauranca:  ia  amall  group  reform  the  anawer? 
Inquiry  (Chicago),  v.  29,  aummer  1992:  128-136. 

"Nearfy  two-thirde  of  all  uninaurad  workere  are  employed  in  firms  with  100 
or  fewer  amployeee.  Making  inauranca  more  affordable  and  available  to  small 
groupa  ia  bi^  on  the  political  agenda.  Eflbrts  to  reform  the  amall  group  market 
include  making  inauranca  mora  available     raatricting  the  uae  of  medical 
underwriting  to  deny  acceae,  and  compreaeing  rataa  to  make  it  more  affordable  for 
bi^-riak  groupa.  Other  raforma  pursued  at  the  atate  level  have  focused  on 
reducing  the  prica  of  insurance  Oicing  all  sniall  amployara.  My  analyiia  auggaata 
that  tbaaa  propoaala  will  have  Umitad  succaas  in  radudng  tba  number  of 
uninsured.  Short  of  compulsory  insurance,  ai^^icant  ehangta  will  occur  only 
whan  insurance  ia  organized  around  larger  pu:'  *iasing  groupa  and  not  small 
amployara.' 

Thorpe,  Kenneth.  Siegel,  Joanna  E. 

Covering  the  uninsured:  interactions  among  public  and  private  aactor  atrate^es. 
JAMA  [Journal  of  the  American  Medical  Aaaociation],  v.  262.  Oct.  20, 1989: 
2114-2118. 

"This  article  examinee  the  impact  of  two  recent  propoaala  to  cover  the 
uninsured  on  tba  coat  of  a  Medicaid  expansion.  The  first,  an  employer  mandate 
(not  specifically  recommended  by  the  Health  Policy  Agenda),  would  a::tend  private 
:  ctor  coverage  to  the  emplpsrad  uninaurad.  TIm  aacond,  a  Medicaid  'buy-in*, 
wuuld  subsidize  public  sector  insurance  for  the  zMar  poor.  Implementation  of 
theaa  propoaala  in  iaolation  or  jointly  would  raault  in  a  dramatically  different 
diatribution  of  coata  betwaan  the  public  and  private  aactora.  Their  impact  on  tba 
coat  of  Medicaid  reform  bi^i^ta  the  importance  of  the  bruader  debate 
ooDcaming  stratagiea  for  cowriDg  tba  uninaurad.' 
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Tnrt<idinf  the  poon  th>  fi^cml  ii^mrt^pf  llwtifia  ttpiMiop.  JAMA  {Journal  of 
th*  ABMran  Mtdical  AMomfcionX    ^It  P«b.  17. 19M:  1003-1007. 

*T1iii  ttick  pi'Mtnli  tfa»  ftol  i»p>ct>  of  Uw  r<iaiprtht<MiT«  ittom  of  tha 
MdBeiM  pcopM  put  fbttfa  kgr  tiM  HMith  Potkj  AcMda  te  tiM 
Vvo^omi  nfiatiM  indudt  Mtililith'jnii>  of  iwprnftJ  unifima  •GfibUity  •tandttrdt, 

iinfwn  nwM«t  m  tfat  teoitt  md  dtpth  of  wiwui  in  tteU  Mtdicaid  proyaiM,  and  ( 
ineraaaad  pvovidtr  paonMot  ratta.  Wa  aatunala  that  CKpandiiiif  Madicaid  ooftra^a 

to  aU  cwrantly  vxtinmxnd  uuuatihtlj  p«raooa  balow  fadtcal  poirarty  lina  woiLd  ^ 
coat  appctiKUMtiljr  99  bilUoiL* 

Traaoowfcai,  Baniard  K. 

BuikUnf  a  frwindtrtiwi  for  uniiracaal  aeetaa.  Inquuy  (Chicafo),  t.  29,  aiiwiaar  1902: 


*^padfie  atrataciaa  outUnad  hf  tfaa  Blua  Oroaa  and  Btua  Shiald  Aaaodation  eall  for 
a  rMrtroctunaf  of  baalth  cara  finanring  that  buUda  on  a  compatitiTa,  amptoyw-baaad 


manafaHHit  of  tha  eoat  of  eara  and  8M>ra  affordabte  baahh  eara  praouuma. 
Baatnirtufinf  of  tta  ftnandcf  tytfbtm  muat  raatora  tta  capadly  to  manafa  riak  and 
aatabliah  ammintaWli^  for  managinc  coat  Buatoaaa  praetkaa  and  public  poUdaa  that 
bam  aoeourcfad  narkat  fSrafmantatioo  ahouSd  ba  raformad  and  ineaotima  to  eraata 
affordabla  inauianea  optiooa  for  all  bujrtra  ba  aatabliahad." 

U.S.  Coognaa.  Houaa.  Conmittaa  on  Enicfjr  and  Commeroa.  Subcommittaa  oo  Haalth 
and  tha  EnTirotimtnt 

Snail  aariiK  haalth  inauranra  rafocm.  Haarinf,  102Dd  Confraaa,  2Dd  aMaioo.  Uaj 
14»  1992.  WMhisctoci,  Gi>.0.,  1992.  259  p. 
"Sarial  no.  lOS-lST 

U^.  Coo^raaa.  Houaa.  Cooumttaa  oo  Poat  Offiea  and  Civil  Sanriea. 

Tha  Fadaral  Eaaployaaa  Haalth  Baoafita  Profram:  poanbla  atratafiaa  for  raform;  a 
raport  praparad  fagr  tha  Concraanoaal  Raaaarch  Sanrka  for  tha  Coounittaa  on  Poet 
OCGea  and  Civil  Sanriew,  U.S.  Houaa  of  RapraaaotatiTM.  Waahington,  Of.O.,  1989. 
S61p. 

At  hMd  of  titla:  lOlat  Confraaa,  Itt  aaaaiocL  Conusittaa  print  101-6. 

Rwaminaa  tha  currant  profram'a  wiiVthmm  and  atrangtha,  axpIorM  the  haalth 
inRiranea  aaparianea  of  privaU  and  public  tmp^ojrara,  diacuaaea  inathodologiaa  to 
quantiQr  eoat/banefit  eoaipariaooa,  and  dairalopi  a  atandardixataon  of  tarma. 

U.S.  Coognaa.  Houaa.  Coomittaa  on  Wajra  and  If  aant. 

ComprahMMita  haalth  inauranca  lagiaUtiOQ,  indudiog  H  Jt  3206,  tha  "Haalth 
Inauranea  Covacagi  and  Coat  Containmant  Act  of  1991."  Haarin^  I02od  Coagraat, 
1st  aaaakm  oo  HJt,  3206.  Parta  I  cod  2.  Oct.  8-24, 1991.  WMhingtoo,  GP.O..  1992. 
2  T.  (1549  p.) 

"Sarial  102-79r  "Sarial  102«r 

To  asMod  tha  Intareal  Ravanua  Code  of  1966  and  the  Social  Sacurity  Act  to 
provida  fcr  haalth  imuranea  eovaraga  for  workara  and  tha  public  in  a  mannar  that 
cootaiaa  tha  eoata  of  haalth  cara  in  tha  Uoitad  Stataa." 

U.S.  CoDgraai.  Houaa.  Cominittaa  on  Wqra  and  Uaaoa.  Subcommittaa  on  Haalth. 
Health  inauranea  in  the  amall  group  market.  Hearing;  lOlat  Coograaa,  2nd  aeaaioc. 
Apr.  3, 1990.  Waahingtoo,  GP.O.,  19S0.  124  p. 
"Serial  101-M- 


Health  inauranea  optione:  arpandtng  covaraga  under  Uadicara  and  other  public  haalih 
inauranoa  programa.  Hearing  lOlat  Coograaa,  2nd  aaeaiocL  June  12, 1990. 
Weahingtan,  O  J>.0.,  1990.  160  p. 
"Serial  lOMll" 


Haalth  imuranea  opttona:  haalth  inauranea  aUtua  of  the  indtgeot.  June  27, 1991. 
WMhingtoo,  Qi>.0^  1992.  83  p. 
"Sarial  102-46" 


269.273. 


faaahh  inauranea  ajratam.  Univiraal 


can  ba  aefaiavad  throu^  batter 
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HMlth  iomraDO  options:  propOMla  from  tb«  prori^r  oommuoitj.  HMrinft  lOltt 
CongraM,  2Dd  MMion.  July  24, 1990.  WMtunfton,  GP.O.,  1990.  67  p. 
*Sdri«l  lOl'lOe* 


HMhh  ioMiraziM  optioo*:  rtfom  of  private  hMlth  invuraooa.  Haaringi,  102ad 
CongraM,  lat  asMiOQ.  May  2-23, 1991.  Vfmbingtoa,  QP.O.,  1992.  377  p. 
*S«rial  no.  102^' 


Privata  baahh  inauranea:  optiona  for  raforat  Waahinfton,  QP.O.,  1990.  66  p. 
At  baad  of  titlt:  lOlai  CongraM,  2nd  union,  print  WUCP:  101>36. 


Privata  baalth  inauranea  raform  Itfialation.  Haarinf,  102nd  Congraw,  2Dd  aawion  on 

Hit  2121;  Hit  1666;  HJBL  3628.  Uar.  12, 1992.  Waahington,  G P.O.,  1992.  262  p. 
rSarial  102-66' 

"HJL  2121.~To  amand  tba  Intamd  Ravanut  Coda  of  1966  to  impoaa  an  axdaa  tax 
on  pramiuaM  ractivad  on  haalth  inauranea  polidM  which  do  not  ma«t  eartain 
raquirtmaata;  HJL  I666.-T0  incraaaa  aceeat  to  baalth  cara  and  aflbrdabU  baalth 
ii^furanca,  to  contain  eoata  of  baalth  cara  in  a  nannar  that  improvaa  baalth  cara,  and 
for  othar  purpoMs;  HJL  d626.-To  aiaand  tha  Social  Saeurity  Act  and  tha  Intamal 
Ravanut  Coda  of  1966  to  provida  for  improvatnanta  in  baalth  inauranea  oovaraga 
through  tmploftr  haalth  inauranea  reform,  for  baalth  eara  coat  eontainmant,  for 
improvamanta  in  If adicara  pfavantion  btnafita,  and  for  otbar  purpotM.* 

VS.  CongTMa.  Sanata.  Conunittaa  on  Labor  and  Human  RMoureai. 

HaalthAmarica  lagialation.  Haaring;  102nd  Congraw,  lat  aaacion  on  S.  1227, 
examining  rtform  of  tba  nation't  haalth  cara  itjrftam  to  ataure  aeeaaa  to  aflbrdablc 
haalth  cara  for  all  Amarieana,  focuiing  on  haalth  and  aconomie  implicationi.  June  11- 
Juiy  3],  1991.  Waahington,  GP.O.,  1991.  2  v.  (90, 266  p.)  (Haaring,  SanaU,  X02nd 
Congraaa,  lat  saMion,  S.  Hrg.  102-2^  pt*.  1  and  2) 

VS.  CongreMional  Budget  OfGca. 

Univanal  baalth  inauranea  coverage  uaing  Medicara*e  payment  ratae. 
WMbington,  For  aaU  by  tba  Supt  of  Doca.,  GP.O.,  1991.  61  p. 

Study  axaminaa  'tha  potential  effecta  on  national  baalth  axpandituraa  if  health 
inauranea  ware  extended  to  the  uninsured,  and  if  all  payers  ;iaed  Medicara'e  payment 
rataa  for  physician  and  hospital  aarvioes.  Tba  atudiy  providea  illuatrativa  astimataa  for 
two  typea  of  baalth  cara  itystama.  Tba  'all-psyer' system  would  retain  tha  current  mix 
of  public  and  privata  insurers,  but  would  require  that  all  payers  uaa  Medicare*e 
paymant  ratea.  Tba  'eingle-pi^r'  system  would  replace  tba  current  multiplicity  of 
insurers  with  a  ein^e  public  insurance  plan  that  would  cover  all  baaic  medical 
aarvicas." 

VS.  G«naral  Accounting  Office. 

Privata  baalth  insurance:  problems  caused  by  a  aegmentcd  market;  report  to  tba 
chairman.  Subcommittee  on  Health,  Committee  on  Weya  and  Means,  Houae  of 
BapreaenUtivea.  July  2, 1991.  Washington,  GJLO.,  1991.  17  p. 
'GAOyHRD-91-114,  B-244435' 

"SUUment  of  Mark  V.  Nadel,  AaaodaU  Director,  Netional  and  Public  Haalth 
Isauea,  before  the  Subcommittee  on  Health,  Hoviee  Committee  on  Waya  and  Maana, 
Mey  2, 1991.* 


Tax  administration:  administrative  aspacta  of  tha  health  inauranea  tax  credit;  fact 
ebeat  for  the  chairman  and  tba  ranking  minority  member,  Subeommittaa  on  Health, 
Committee  on  Weya  and  Means,  House  of  RapraaenUtives.  Sept  12, 1991. 
Washington,  GAO.,  1991.  9  p. 

•OAOASGMl-llOFS,  B.245026* 

Preaanta  ^)asie  dsacription  of  bow  tha  recently  enacted  haalth  insurance  tax  credit 
will  work  administratively.  The  health  insurance  tax  credit  is  provided  to  low-income 
wage  earners  who  contribute  to  a  health  insurance  poli^  that  indudea  coverage  for  et 
least  one  qualifying  child.  Bacauae  this  credit  ia  ao  new,  you  were  intaraatad  in  a 
deecription  of  bow  the  Internal  Revenue  Service  GRS)  intenda  to  adminiater  the  credit 
and  bow  tha  credit  mi|^t  be  pereeivad  fay  taxpayata.' 
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UJB.  hMUth  can  qrttem.  HMhh  aflain,  ▼.  10,  winUr  1991: 170-lM. 

CootMxte.-llM  hMlth  iimir>Dc»  mditfCxy  in  th«  y»r  9001:  oo»  mumo,  hy 
Bobtct  J.  BUsdoo,  JmuuAt  N.  Edwwdi  aad  Ulriiw  S.  Svaly.-IiMunucMt  rtfona: 
indiMtiy,  btal  tfagrMlf!  by  DoniUd  R.  CobodM.~A  Ubor  iMdar't  tmw  of  ioMmic* 
T«fom,  br  Lmm  KrkUoC-Tte  pmiM  ofMiinfid  cm  an  iaMinr*!  ptwptctiy,  by 
JMMsT.Mrmi. 

Z«ac««ld,ShM]«K.  Aca^GnffocyP-  WinUcbottom, Colm W. 

Pl^^riMiy  Miplojptr  wndat— •  potMitul  tfftcta.  HMlth  afbin,  t.  11,  iprinff  1992: 

*Thk  itudbr  — tunft  th«  rangi  of  potootUl  rifaeto  of  ftiUy  iB^iltunUd  pliqr-or- 
pqr  MopkywiMiMtetet.* 

SMlwMki^SbMk.  HoUhan^JohiL 

ErpwyiingUtdicaidto  ctmr  uoiofurad  AaiericaiM.  HmIUi  afEftirt,  10,  tprixif  1991: 
46-61. 

nijMaftkktxMunMtbaifffcUofalUroAtiTtlf^  Wa 
UM  nicroauBubtioa  uttbodt  to  wtimaU  the  eoit  aod  oov«rtfi  impUcatioDi  of 
Medicaid  apanrioo  propoMla  that  would  covtr  noMldarly,  oooinatitutiooalixad 
iodividuala  up  to  aalMtad  ptretntafM  oftba  portrty  Una.  Tbt  analyna  proridaa 
MtimatM  of  tha  numbar  and  diaractariatica  of  paopla  aCTactad,  aa  wall  aa  implies tiona 
for  fadaral  and  atata  budfata.  Wa  ahow  the  Ml  axpaoaioo  eoata  and  ooata  nat  of 
diflaroQt  ^jrp**  of  bify*m  atranfananta.  Finally,  wa  conaidar  tba  implkatioDa  of 
oombininf  aaq^loyar  mandataa  with  aapanaiona.* 

Zallara,  Waody  K.  IffT^ighlin,  Catharina  G.  Ftiek.  Kevin  D. 

Small-buaaaaaa  health  inauranea:  only  the  healthy  nead  apply.  Health  aflaira,  t.  11, 
aprinc  1992:  174-180. 

It  ia  likely  that  yiMf"^*!  financial  incentivea  for  tbeae  buainaaaec  will  hara  to 
mseompcay  any  legialation  that  manHatea  amployar-baaed  health  inauraoce.* 


S.  Stat«  PropoaAla 

American  LagiilatiTa  Ezchanfa  Council.  National  Taak  Force  on  Health  Care. 

Kaepinx  the  promiae:  siskinf  health  care  acceeeible  and  affordable  for  all  Americana:  e 
oomprehenaiTe  health  rare  i:lan  for  the  Statea.  Waahington,  The  Council,  1993.  183  p. 

The  nation'a  largMt  bipartiaan*  Toluntaiy  membenbip  organization  of  atate 
legialatora. . .  (preeecta  a]  comprebenaive  health  care  plan  for  the  atatea  baaed  on  a 
free  market  atategy.*  Tha  plan  ia  baaed  on  reform  in  the  areaa  of  inauranea.  Medicaid, 
medical  liability,  long-term  care,  and  rural  health  care.  Uodel  legiaUtion  ia  included. 

Beauchamp,  Dan  E.  Bouae,  Ronald  L. 

UniTaraal  New  York  health  care:  a  aingle-payer  atratocf  linking  coat  control  and 
uniTenal  acceaa  New  England  journal  of  medicine,  v.  323,  Sept  6, 1990:  640-644. 

The  New  York  Stato  Department  of  Health  haa  dereloped  a  propoaal  for 
uniTeraal  ae  caaa  UniTaraal  New  York  Health  Care,  or  UNY-Cart-that  would  retain 
tha  odatinff  payera,  includinf  employar'baaad  inauranea  eoTaraft,  but  combine  them  in 
a  one-paTer  framaworfc.  ProYidara  would  no  longer  have  to  tniaraet  with  the  mai^ 
public  and  pdvate  payera,  each  with  ita  own  rulee,  criteria,  and  levela  of  payment.  The 
aini^a  p^V""*  ^nuld  aerve  aa  tba  only  p^r  for  moat  health  care  aarricea  and  would  alao 
nagotiato  retaibunement  ratee.* 

Burke,  laiybfth. 

Hawaii'a  health  care  plan  atira  Capitol  Hill  dabato  over  acceea.  Hoapitala,  ▼.  66,  Apr. 
20, 1992:  32, 34«  36. 

"Hawaii  haa  aone  incredibly  important  leaaooa  to  offer  the  nation.  An  employer 
r**«*^**  like  Hawaii'e  would  work  tn  any  atate,'  eaya  Jack  Lewin,  IID.,  Hawaii'a 
director  of  health.  However,  aome  email  buainaiaeee  and  poliqr  analyata  doubt  the 
'generalitafaility*  of  Hawaii'e  care  ayitem.* 

Caplan«  Arthur  L.  Ogran,  Paul  A. 

Do  the  ri^  thing:  Uinnaaota'a  HealthRight  profram.  Heating  center  report,  22, 
Sapt-Oct  1992:  44. 

Unlike  llaaeafhnaitta,  the  Minneeota  plan  doea  tkot  mandato  eovaraga  or  require 
email  buaioeaa  to  foot  the  bill  for  health  inauranea.  UnUke  Oregon,  HealthRight  doea 
uot  aspUdUy  ratioo  care  for  the  poor  to  espaad  aeeeea.  Inataad  the  liinnaaota  plan 
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mmka  to  inrrMtt  trrtm  hy  implMamtinf  a  mimlMr  of  «tmetur«I  and  imtitutkMiAl 
rtfomis  to  eoDtain  eottt." 

Cohn,  Victor. 

RatioDiiif  madtcal  cf:  with  Orafon  in  tfa«  Uad,  SUXm  mn  alrMdy  'il^ifit  who  doM 
and  who  doM  not  raotiTt  coetfy  cart.  Public  walCua,  t.  49,  wintar  1991: 38*43. 

'A  bluint  kind  of  madtcal  ratioainf  bagan  thr««  y—n  afo  in  Oragoa.  It  rtartad  a 
moT«iiMnt  that  could  fw»)p  tha  countxy.  In  July  1987,  ttyiug  to  atrttch  doUara  for 
cara  of  poor  Madicaid  patianta,  Orafon  lagialatora  votad  to  atop  funding  many  organ 
tranaplanta*<oat,  $65,000  to  $250,000  aptaca.  Thay  votad,  inataad,  to  uaa  tha  monay  to 
giva  baaic  haalth  aarvicaa  to  400  mora  woman  and  1,800  childran.' 

Coya,  MoUy  Joel. 

Haaltb  cara  for  tha  unincurad.  laauaa  in  acianoa  tachnolog^,  v.  7,  aummer  1991:  66-62. 

Cradita  at  laaat  28  Stataa  with  attampttng  to  improva  accaaa  to  haalth  cara. 
Thaae  exparimenta  provide  a  valuable  laboratory  for  learning  about  the  faaaibility, 
eCTectiveneaa,  and  limitations  of  approacbaa  that  tha  nation  may  ultimately  uaa  to 
rcaolve  the  critical  and  difficult  iaauaa  of  accaaa.' 

Cuater,  William. 

Statea  and  their  role  in  the  U.S.  health  care  delivery  tyatem.  Waahington,  Employoa 
Benefit  Reaearcb  Xnatitute,  1991.  16  p.  (EBRI  iaaue  brief,  no.  110) 

"Many  atatea  are  making  important  changea  in  the  delivery  and  financing  of 
haalth  cara  that  affect  acceaa^  quality,  and  coata.' 

Dallek,  Geraldine. 

Stata  initiativea  on  the  medically  uninaured:  a  aurvey.  Santa  Monica,  Calif.,  Rand, 
1990.  71  p.  (Rand  note  N-3044-DOL) 

Thia  Note  waa  developed  by  the  RAND  Corporation'a  Center  for  the  Study  of 
Employee  Health  Benefita.  It  ia  the  reault  of  a  year-Iong  monitoring  effort  of  State 
1939  initiativea  on  the  uninaured,  which  the  Center  undertook  for  the  Pension  and 
Welfare  Benefita  Adminiitration  of  the  U.S.  Department  of  Labor.  Thia  document 
abould  be  of  interest  to  reaearchers  and  atate  and  federal  poU(^ymakera  atudying  waya 
to  improve  health  care  coverage  to  the  nation'a  uninsurad.' 

Daniela,  Norman. 

U  the  Oregon  ratioriing  plan  fair?  JAMA  [Journal  of  the  American  Medical 
Aaaociation],  v.  265,  May  1,  1991:  2232-2235. 

"Nationally,  we  abould  embrace  Oregon'a  commitment  to  provide  universal  acceaa 
to  baaic  care  and  to  make  rationing  a  subject  of  open,  political  debate,  but  we  abould 
not  limply  expand  the  current  legiilation  into  a  national  plan.  That  would  not  only 
reproduce  on  a  larger  scale  the  unjustiHable  inequality  that  the  Oregon  plan  pennita. 
It  would  alao  retain  at  the  atate  level  competition  for  funds  between  poor  children  and 
poor  elderly,  and  it  would  leave  unaddreaaed  the  baaic  problema  of  inefTiciency  and 
rapidly  rising  coata.' 

Demkovich,  Linda. 

The  Statea  and  the  uninaured:  slowly  but  aurely,  filling  the  gapa.  Prepared  for  the 
National  Health  Policy  Forum.  Washington,  Diatributed  jointly  by  the  National 
Health  Policy  Forum  and  the  Intergovernmental  Health  Policy  Project,  1990.  31  p. 

Focuiea  on  aome  of  the  innovative  initiatives  that  States  have  taken  in  recent 
yeara  to  fill  the  gapa  in  insurance  coverage. 

Ervin,  Mike. 

CHIP:  state  program  serving  4,000  uninsurable  niinoiaans.  Illinois  issues,  v.  18, 
Aug.^pt.  1992:  30-32. 

*The  Dlinoia  Comprehensive  Health  Insurance  Plan  (CHIP)  ia  a  microcoam  of  the 
huge  dilemma  of  pro\id>ng  health  insurance  for  those  who  can*t  get  it.  It  covera  a 
aubaet  of  the  uninaured  population  in  Illinoia  and  criaa  for  expanaion.' 

Evaluation  of  tha  Oregon  Medicaid  propoaal:  summary.  Waahington,  Office  of  Technology 
Aaaeaament,  1992.  22  p. 

The  goala  of  the  OTA  atudy  were  to  deacribe  and  analyze  the  apecifica  of  tha 
proposed  program  and  to  diacuss  ita  moat  likely  implications  for  the  Federal 
Government,  the  State  of  Oregon,  and  Medicaid  benenciariaa.  The  role  of  the  report  ia 
not  to  critique  the  exiiting  Medicaid  program  in  detail.  Rather,  it  ia  to  examine  the 
propoaad  program  and  aapecially  ita  relevance  to  iaauaa  of  particular  interaat  to  the 
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P«kral  OowniMDt:  tb*  io^Mct  oftb*  profram  on  iUd&M  hma^Ocmm,  in  whom 
tbt  F«dtr«I  QovtmiMnt  (m  a  copcjrtr)  hM  a  fiducUiy  intwMt;  and  tba  potontial 
mifulntai  oTOrafon't  profram  if  applied  in  oOmt  Statat  and  oOm  eontaxto.' 

Fraadman,  Marian. 

SUtiof  tba  caaa  for  haalth  car*  rafona.  BatC*t  www.  UfWhaalth  ittff«rfi«vt  adition, 
fS,  Apr.  1992: 40,  IICIU,  UA. 
*Whi]a  tba  confrtMiooal  dtbaU  on  baalth  car*  lafoni  rafM,  tba  atataa  craft  plana 
that  eouU  pvovida  a  bmxM  for  natiooal  poU^.' 

Gabal,JooR.  Jtnaan.QaUA. 

TbapricaofStaUmandatadbanafita.  Chicafo,    36,  wintar  1989:  419^1. 

"Stataa  hava  paatad  mora  than  700  ftatutat  m«twUf;»v£  (jj^^  inauma  covar  spadfk 
providara,  diataa^a,  or  paopla  who  oCh«:wiat  wi^t  bava  difficulty  obtaining  corarac*. 
Wii  rapott  fSndinfi  from  thraa  aeonooMtric  itudiM  that  «uunina  tba  affaeta  of 
mandataa  on  tha  coat  of  inwranca,  tba  amall  amplogrw't  dadaion  to  oOar  baalth 
inMraoM,  and  tba  larfi  tmploftr't  dadaion  to  aalf-tnMre.  Studf  r«aulta  indicata  that 
mandataa  raiaa  tht  prica  of  baalth  inaurancc  aub«tantiaUrr  that  Marty  ooa  of  avaiy  aix 
amall  firma  that  do  not  offer  baalth  inauranea  would  in  an  ataentially  mandata-fraa 
anvixonmant,  and  that  ibout  half  of  tba  larta  firma  that  ara  conrartinc  to 
ialf-inauranea  would  not  if  tb«ra  waca  no  mandatat.' 

Ooldbergtr,  Suaan  A. 

Tha  politici  of  univarwa  aeeaat:  the  MaaMchuMtta  Haalth  Swrurity  Act  of  1968. 
Journal  of  haalth  poUtica,  poUsy  and  law,  v.  16,  winter  1990: 961-985. 

ThiM  articit  analyxaa  tba  paaufa  of  an  unpracadantw)  aUte  law,  promisinf  etexy 
raaidant  aceaM  to  affbrdabla  baalth  ixMuranoa.  Tha  lUmachuaatto  Haalth  Sacurity  Act 
of  1968  waa  tba  product  of  a  aet  of  political  and  fitwrial  praaauraa  that  had  btan 
dartlopinf  for  naar^  a  daeada.' 

Hadoni,  David  C. 

Tba  problam  of  diacriniination  in  haalth  eara  priority  aattinf.  JAlfA  [Journal  of  tha 
Amarican  Madical  Aaaodatioa].    268,  Sapt  18, 1992: 1454-1459. 

DiacuaMt  asplicit  priority  aattinf;  tudi  aa  in  tbt  Ortfon  Madieaid  program.  "Both 
of  tha  kay  alamanta  antailtd  hy  dadaion-analytic  approacbaa  to  priority 
aattinf-aatimation  of  outcoow  and  aaitgnniftnt  of  valuaa  to  tboaa  outeomw-ara 
iruInaraUa  to  charfta  of  diacrimination,  primarily  baeauaa  both  tha  madical  outcomaa 
axpactad  in  disablad  individuals  and  tba  valuaa  tltay  pUea  on  thoaa  outcomia  may 
diffar  firom  tba  ftnaral  public.' 


SetttDf  haalth  cara  prioritiaa  in  Oregon:  coat-affaetiviniie  maate  tha  rule  of  raacua. 
JAMA  [Journal  of  tha  American  Medical  Asaodation],    266,  M^  1, 1991: 221S.2225. 

The  Oregon  Haalth  Scrvicaa  Commiacion  recently  completed  work  on  ita  prindpal 
charge:  creation  of  a  prioritised  Uat  of  haalth  cara  aervicea,  ranging  from  tba  moat 
important  to  the  leaat  important.  Orafon'e  draft  priority  liat  waa  critidaad  becauae  it 
aaamad  to  fimr  minor  traatmento  over  lifeaaving  onea.  Thia  reaction  raflacta  a 
fundamental  and  irtacondlablt  conflict  between  roat  effectiTapeae  ana^aia  and  tba 
powerful  human  proclivity  to  raacue  endangtrad  life:  the  *Bula  of  Raecua.*  Oragon*e 
final  priority  liat  waa  generated  without  rafareoea  to  aoate  and  k,  tharefora,  mora 
intuitivaly  aannbla  than  the  initial  Uat  However,  tba  utUity  of  the  final  liat  ia  limited 
by  ita  lack  of  apadfidty  with  regard  to  conditione  and  traatmante.  An  altamativa 
approach  for  aatting  baalth  cara  priorittee  would  drtuavant  tba  Rule  of  Raacue  fay 
carefaHy  defining  niciiieiy  indicattooa  for  traatawnt  Such  an  approach  might  ba 
applied  to  Orefoa*e  final  liat  in  order  to  adkiava  batter  ipadfidty.* 

Hanael,  Patar. 

Expanding  aecaae  to  health  cara  for  CaUforeia'e  uninsured  population.  Sacramento. 
Senate  Office  of  Raaaarch,  1990.  41  p. 

Contenta.-Who  are  the  umnaured?~Wfay  te  the  number  of  uninaurad  ioezaaatngr- 
What  impacte  ia  the  growth  of  the  uninsured  population  having  on  the  health  cara 
delivaiy  qratanT-What  options  doee  the  State  bava  for  aipanding  acaeea  to  baalth  cara 
for  the  uninMired?~Funding  eourcea  for  a^tanding  haalth  cara  for  uniiMurad  peraona. 

Health  policy  reform  in  America:  inoovatioBe  (h>m  the  Statae.  Edited  fay  Howard  M. 
Leichtar.  Armonk.  N.Y.,  ME.  Sharpa,  1992,  220  p. 
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ImpgQviaf  IC  C  Mi  to  bMlth  can:  what  am  tb«  ttatM  do?  EdiUd  by  John  H.  Godd««na  and 
Andnw  J.  Hogan.  KaUmasoo,  Mkh^  W£.  Upjohn  Inttituto  for  EmplpyBMint 
RMMrth.  1992.  273  p. 

JooM,  KathariiM  R. 

Th*  Florida  Haaltfa  Car*  Aecaat  Act:  a  bkndad  rvfulatoty  and  compatitiv*  approach  to 
tha  indicant  haaltfa  cart  problam.  Journal  of  haaltfa  politica,  policy  and  law,  t.  14, 
•ummar  1989: 261-286. 

*Tba  probtem  of  indiftnt  haaltfa  eara  haa  rec«ivad  much  attantion  from 
fovanunantal  offidala,  haaltfa  car*  proridara,  haaltfa  poU«y  ana^r*t«,  and  otbara.  A 
migority  of  atatat  hav*  gtnaratad  Itfialatiyt  propoaak  to  daal  with  tha  problam^ 
althou^  thair  atratagiaa  diffar  in  taraia  of  matfaod  and  aoopa.  Thia  artiela  dianiaaaa 
Florida'a  approach  to  tha  problam  aa  oc»tainad  m  tha  Haaltfa  Car*  Aseaa?  Act  of  1964 
and  aubaaquant  lapalation.* 

Kitshaber,  John. 

A  baalthiar  approach  to  health  car*.  laauea  in  acienc*  and  tachnology»  winter  1990-9x. 
69^. 

"Facad  with  tfae  lack  of  any  clear  federal  leaderahip,  we  in  Oregon  came  to  realize 
that  by  default  we  bad  to  aaaume  reaponaibility  for  health  care  reform.  Thia  led  ua  to 
develop  the  Oregon  Baaic  Health  Servicea  Act,  adopted  in  1989  after  an  intenaiv* 
legialative  effort  The  act  waa  motivated  by  the  deaire  to  build  a  new  ^yatem  that 
recognixea  the  reality  of  fiaeal  limita,  carefully  define*  the  public  policy  objectivea,  and, 
moat  important,  include*  a  mecKaniam  to  eatabliah  aceountabili^  for  reaouree 
allocation  daciaiona  and  for  thair  eonaaquanc«a 

Kiser,  Kenneth. 

Healtfa:  a  preaeription  for  equity.  California  journal,  r.  21,  Jan.  1990:  55^9. 

Examinee  factora  that  contributed  to  current  incqui^  in  healtfa  care  and  inflation 
of  haaltfa  care  coate.  Suggaata  way*  to  expand  certain  kinda  of  health  care  in 
Califcvnia. 

Koatcrlitz,  Julie. 

Seeking  the  cure.  National  journal,  t.  22,  Mar.  24, 1990:  708-714. 

In  the  face  of  federal  paralyaia,  atate  ^overementa  are  trying  to  jrionecr  aolutiona 
to  coat  and  acceea  problema,  and  at  the  aame  time,  find  way*  to  preaaatire  Waabington 
to  help  with  the  thingi  they  aay  etataa  eimply  can't  do  alone.' 
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MtMrmi  mmt^A  mn:  >  mM  mtew.  HMhfa/PAC  buUttiB,  t.  22,  fiOl  im:  4-11. 

Tocfc  State  hMlUipolMT.  It  »m  itm|y  liaH  IMom  fbr  IMcaid  Ndpi«iti  to 
fhacm  tfaiir  own  yoiMwri,  Mwlfewfll  — acttoi «  flin iwintiny  mpmm  ijil  ■■  of 
cmiHrtkiroar.  ifc  tinU  ioMuM  taeMMifw  to  nte*  Mt  oo^     «ott  ofm, 
til*  MoTMrrteMM  Witt.  it«muQ«t  coMpttitiottiBtoNMrTock'tkvfritr 
no»yoflt,         r«r>^f«»  h^lth  ort  •OTimnMtnr  H  will  crMta  •        mw  pbmr 
inNtwYcgyihMtthijtii  th«  pUn  or  HlfO--Mad  iapoM  tfa»  pi*}^  bvtwMO  tiM 
M8*f  iit  pcoytia  and  ■■*rtl  pcoridw*.  And,  fiaalb',  H  wUI  crMta  «iocMw  ilMund 
for      »o«t  pTMtoiM  of  riw— iiiilHiii  io  NirYotk-jpiiwMj  cm«  providm  wiUiii(  to 
MW9  poor  populfltiocM.* 

Cm»  If ■■■■rhiiiiHi      for  h— 1th  caw  foe      HMhh  •ffiyrt,  t.  10.  •prioc  1991: 

"Ifu^  BtatM  and  hMlth  poUeyMkm  nttkmindt  w« 
tht  M—Mfhiiiotli  pUn  to  maka  iMahh  iowiaoea  affordabia  for  aU  of  ita  randanti. 
Uanf  a  W  or  pligr' taic,  tfaa  pUa  raqjtttrM  aaiplogrm  to  aitte 
inaunnea  for  tbair  aoiplograia  or  ptgr  a  tax  of  up  to  $l,<aO  pw  AiU-tiaM  woriur. 
Oppooaato  Itar  tbM  tha  atato  fmnaMt  «m  raquin       cmwal  maoua^ 
addition  to  tba  paj  or  pliQr  tax  Miat)  to  Imp  ita  proMiaa  of  haalth  cata  for  a^ 
Oppooapta  alao  foar  hminimi  will  ckaa  and  oniWM)teyiaw>t  wiU  mma  bacauaa 
aoiploywraaMgraoCb*  ablate  afford  thantw  tax.  In  tha  arttda,  bowarv,  Bicfaard 
Krooick  ihowa  that  llMMcfauaattt  can  naka  alfordabla  hialth  i^mtf^p^  availabla  to 
all  atate  raaidaott  without  ntadiaf  naw  ftiadt  froM  fioaral  ravaouaa.' 


Hm  aUppaty  tlopa  of  haalth  caxa  finanea:  buainaat  iotaraata  aod  boapital 
raiabuiaMBtot  is  MaatarhTiaitta.  Jounul  of  hMhh  poUtka,  poliej  and  law,  t.  15. 
wiotw  1990:  S87-913. 

*In  1966  ICaaNcfauaatttf  aoaetad  a  bill,  popi       known    Haalth  Cara  for  All, 
which  proMiaad  that  hf  1992  araty  IfiMichuattta  laaidaot  wo«  Jd  hava  aratlabla 
affocdabia  iaauianca  for  htmt  anadical  wpwuma.  Th»  lagUlati-ja  watooaof  aaariaa  of 
Uwaoi»etadoi>arapariodofaiKyaaw  wfaicfaproc'M*'  "li  ipprorad aoctta  to  cara  for 
tha  uBioMirad.  ThapoUcyproeaaa  which  lad  to  tba«iaetaMOt  of  thwa  lawa  waa 
atroniljriafluaoeadliytbaintMaataoflargaiaipkyara.  Ihia  artida  daaeribM  tha 
atriaa  of  afcaai  trpanHii  if  boapital  raiuburaMiaot  chaafM  tn  UaMaehuMtta  in  tha 
1960i  and  tneaa  tha  eoonaction  batwaao  tba  invotTavaaot  of  buainMa  intaiaata  in  the 
policy  preewi  and  tba  outcoma  that  occurrad;  that  ia,  it  foUowa  tha  tlida  of  omployart 
down  tha  alippacy  tlopa  of  baahh  cara  finanea.  Tha  artida  alao  dMcribat  a  poUntial 
iiaplimMitaHon  atratafjr  for  tha  Haalth  Cara  for  AU  UfiaUtioa.* 

LaoMv,  Paoaiopa. 

CUMbinf  outofthalltdicaidtrap.  Oomunf,  t.  5.  Oct  1991:  48-6S. 

"Stataa  ara  willinf  to  try  almoat  any  innovation  to  frt  a  grip  on  budfetaxy 
aoiMtar  dladieaid]  that  hat  ao  (ar  baan  virtually  uneootroUabte.  But  tha  pnblan  oiay 
ba  too  Mudi  for  any  atato  to  aolva  alona* 


Ilaalth  inMiranoa  for  all:  a  poatibla  drMm?  Govarninc  t.  4,  Nor.  1990:  G6^,  61-62. 

*Two^hirdi  of  tha  uninwrad  ara  amplojrad  or  dapandtota  of  anploytca;  many  ara 
Mif-aoph^ad  or  work  for  buainMMa  too  Naall  to  provida  faMlth  bantfitt.  IfaoUto 
eoaibinaa  OMBprahanaiva  praaaura  on  tha  privato  aaetor  with  aipandad  ICadicaid 
wvara^  tha  mnOMra  of  tha  uninMirad  can  d^Iina  eocMidarably.' 

Uttla,  Jana  Snaddoo. 

Uaaooa  from  variatkm  in  SUto  lladieaid  f^Mditutaa.  Padaral  RaMrva  Bank  of 
Boatott  Naw  England  acoooouc  rrriaw,  Jan^-Pcb.  1992: 4M$. 

Tha  pir^ativa  thwna  ■■■ritnf  tkom  thia  atudy  of  eroat  atoto  variatioM  in 
Madicaid  COM  ia  that  all  hMhh  cara  in  tha  Unitad  Stalaa-whathM' it  ia  paid  for  fay  tha 
puUic  or  tha  pnvata  awtor,  wfaathar  tha  patiant  w  aa  aaipkoraa  of  a  big  eoMpany  or  a 
mmU  eoa^woy,  or  not  an  anployaa  ait  aU-  thould  ba  raiaburaad  according  to  tha 
rMourcM  abaothad  in  providing  thM  cara.  A  ^owii^t  dMMod  for  aquat  aooMa  and  a 
gtwing  oaad  for  afliciaoqr  raquira  policyakwa  to  atacr  tha  h^lth  cm*  ij ■!  ■■  in  thk 
diraettoo.* 
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LudMdon,  Ktvin. 

Btyood  toch  mmtrnmuaU  baUnrinr  DMda,  vtratogy.  HotptUU,    66,  Auf .  5,  1992: 
20*26. 

Tb«  tranfplaiit  dUputo  in  Oregon  hi^i^ta  the  national  dabat«  over  health  care 
•nd  acceai.  "Much  like  the  atate'a  eontrorereial  propocal  to  reworic  ita  Medicaid 
program,  the  tranaplant  diapute  baa  become  e  proxy  for  e  broader  concern,  thia  time 
inTolvinf  the  eraluaUon  and  uee  of  medical  technology  in  hoepitala.  At  iaeue  ia  bow 
boepitala  decide  to  add  new  aenricee  and  equipment-end  what  theee  deciaiooe  mean  in 
terme  of  qntemwide  coata." 

Ifarcua,  Leonard  J. 

Univeraa)  beelth  ineuranee  in  Maaeachuaetta:  negotieUng  policy  compromiae.  Journal 
of  eging  ft  aodal  policy,  r.  1, 1969: 33^9. 

The  liaeaaehuaetU  Health  Security  Act  ia  the  firat  univeraal-acceea  fin^^kcinf 
legialeUon  in  the  country,  and  eeta  a  precedent  for  providing  health  coverage  for  the 
600,000  uninsured  in  the  eUte.  The  bill  ia  the  product  of  prolonged  negoUeUon  among 
hoepitala,  buaineee  intereata,  ineurera,  and  advocatee  of  universal  acceea,  who  debated 
the  extent  of  benefits,  the  eoet  of  care,  and  the  system  which  will  monitor  and  regulete 
ita  provision." 

McCall,  Nelda.  Jay,  E.  Deborah.  Weet,  Richard. 

Acceee  and  satisfaction  in  the  Arixona  health  care  cost  containment  system.  Health 
care  flnancing  review,  v.  11,  fall  1989:  6S*77. 

The  Arizona  Health  Care  Cost  Containment  System  is  an  alternative  to 
Medicaid'e  acute  medical  care  coverage.  The  results  of  the  study  indicate  few 
difTerenees  in  acceee  and  satisfaction  between  the  two  groups  of  beneflciariea  on  accses 
to  care,  reported  use  of  eervicee,  or  satisfaction  with  the  care  received." 

Morell,  Virginia. 

Oregon  becomes  e  teet  caee  for  health  care  reform.  Science,  v.  257,  Aug.  1992: 
1202-1203. 

"Earlier  this  month,  Oregon^e  pioneering  health  care  rationing  plan,  which  would 
provide  health  imurance  for  all  Oregoniaus  st  the  expense  of  not  covering  some 
expensive  procedures,  was  rejected  by  the  Bush  Administration  on  surprising  grounds. 
Secretary  of  Health  Louis  Sullivan  told  the  state  he  could  not  epprove  its  proposal 
because,  the  Administration  contends,  the  Oregon  plan  violates  the  1990  Americans 
with  Disebilitiea  Act  (ABA)." 


Oregon  puts  bold  health  plan  on  ice.  Science,  v.  249,  Aug.  3, 1990:  468-i71. 

Discusses  Oregon's  plan  that  only  medical  procedures  with  the  best  coet-benafit 
ratioe  abould  be  financed,  as  a  way  to  ration  Medicaid  services.  Reports  unexpected 
complicationa  found     tlie  Oregon  Haalth  Servieee  Commiasion. 

National  Coalition  of  Hl' >anic  Health  and  Human  Services  Organizations. 

. . .  And  access  for  all:  Medicaid  and  Hispanics.  Washington,  The  Coalition,  1990. 
147  p. 

Gives  overall  findings  and  daU  on  Arizona,  California,  Florida,  niinois,  New 
Jersey,  New  York  State,  and  Texas.  Recommends  that  we  1)reek  Medicaid'e  link  with 
public  cash  assistance  categorical  qualification  and  provide  universal  coverage  for  all 

persona  living  below  the  poverty  level  EliminaU  the  aaaeta  teat  and  mandate  use 

of  presumptive  eligibility  and  continuoua  eligibility  options  under  State  Medicaid 
coverage  of  pregnant  women  and  children  ....  Increase  the  bilingual  caseworker 

capacity  of  Medicaid  application  aitea  Increaas  use  of  Hiapanic  community-based 

organizations  as  satellite  application  aitea  and  in  Medicaid  information  efTorta." 

National  Qovemors*  Association. 

A  Healthy  America:  the  challenge  for  the  SUtea.  Washington,  The  Association,  1991. 

Nelson,  Robert  M.  Droui^t,  Thereea. 

Justice  and  the  moral  acceptability  of  rationing  medical  care:  the  Oregon  experiment 
Jounml  of  medicine  and  philosophy,  v.  17, 1992:  97-117. 

"The  Oregon  Baaic  Health  Servicea  Act  of  1989  aeeks  to  satabliah  univeisa]  acceee 
to  baaic  medical  care  for  all  currently  uninaured  Oregon  reeidenta.  To  control  the 
increasing  cost  of  medical  care,  the  Oregon  plan  will  restrict  funding  according  to  a 
priority  list  of  medical  interventions.  The  baaic  level  of  medical  care  provided  to 
reeidenta  with  incomea  below  the  federal  poverty  line  will  vaiy  according  to  the  Ainde 
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pottpaaUiy  mehidm  waHiwHy  aiemwy  pcoctdiim  froia  lh»  hmic  hvl  of  h— 1th  t> 
my  b»  jmt,  for  tht  rigiht  to  publktUy  ■pouwd  ■•Jical  cart  irtttritttd  by  oppowof 
xi^btoofprhratoproptctjr.  Howtvtr.thoaiocalMMpUbUi^ofthtOrtCQOpUnconnot 
bo4rt«iyaidlmtht«faMonorkiiowiof  tholmlofiwoun^  FiM%, 
Onyoa  to  M  bM  fiubd  to  takdudo  tb»  indhrid^ 
bow  tho  anew  rtMureto  an  to  bo  diftributod.* 

?Jow  Jwwty'o  MadicoiJ  wahor  for  aeqiuirid  immwnMinmfj  ajfnilron  HaaHhcart 
nnanrin^  t.  18,  afpriiif  1992: 87*44. 

ntM  artklo  CQOtaiiM  data  fron  a  iCu4]r  of  Now  Jocoi/a  boBM  and 
oommmitHbaiad  llodkaM  waivor  pro^aM  for  ptraooa  with  wymf^tmtHr  husMo 

Tinii  illnata  Mi^jor  findinfi  ineludo  lowor  hoapital  eoata  and 
utiliialioo  for  wahrar  pattadpaata  eotaparad  with  fliaorai  Uadkaid  aetpairod 
iiniiMinwiaftrionfy  wpuhamm  adiaiaMnna  in  Now  Joray.  Avorac*  pco^pam 
•xpoodittiroa  wora^400porpov»oapormoath.  Baood  on  «tu4y  finding  it  it 
oridcBt  that  tha  waivor  prograia  ia  an  iwportant  mana  of  providing  floandal 
booofita  and  mttwm  to  Mrvioaa  and  that  comprabaom  caaa  manaftmant  ia  a 
critical  CKtor  ia  aaaiirinf  program  q^uali^.* 

Robinaoo,  Eric  Laaood. 

TbaOr«CODBaaicHoalthSanricaaAet:aBodalforStaUr»rorm?  VandarbUtUw 
rmw,  T.  4S,  Ifay  1992: 977-1014. 

Nota  coodudaa  that  'although  it  faaa     to  ba  impUmaatwi,  OBHSA  alraady 
ia  playing  a  aignificant  rola  in  tb«  Aituro  of  baalth  cart  dalivacy  in  thia  countty. 
Esi^parta  pradict  that,  aoonar  or  lattr,  our  htalth  cart  dativaiy  qratam  will  hava  no 
choiea  but  to  ration  baalth  cara  itrviota  atpUdtty.  OBKSA  providta  a  modal  or 
tquitaUa  baalth  cart  raform  worthy  of  eonoidtration,  but  to  marimiaa  tha  banafiti 
of  tha  baalth  cart  dalivacy  ajataia,  Aiturt  lagiatation  muat  addrtat  mora 
ooa^irahaQtrvt]^  tha  proUam  of  waata.* 

Rodat,  John. 

Analyiing  baalth  data.  Empira  SUU  rtport,  t.  17,  Oct  1991:  l»-22, 24. 

*Wthout  propar  data  on  tht  baalth  cara  aarviea  pattama  and  patitnta  in  tha  atata, 
lawmakara  cannot  bagin  maaningftil  d^ta  on  tb«  aCata*a  baalth  polidaa.  Tbiaatu^y 
ravaala  wayt  in  which  tha  atata  can  track  informatioa  nactataiy  to  making  informad 
daciaiona." 

Sagtr^Alan.  Socolar,  Deborah.  Htam,PtUr. 

L<mna  from  tha  foilura  of  Uimarhuaattt'  1958  UniTtrtal  Ktalth  Inauranea  Law. 
Journal  of  aging  and  aoeial  poliqr,    4,  no.  1-2, 1992:  ^16. 

"Ilia  raal  Itttona  from  Maatafhntatta  art  thrat;  Firat,  a  badly  daaignad  law  ia 
hard  to  implamaot  Saeond,  Um  monty  to  eovar  uninaurad  Amaricana  can  and  abould 
ba  found  in  tha  bowala  of  currant  baalth  tpending.  Third,  unirtraal  aeoaat,  baalth  cart 
Kt%mr^  and  baalth  cart  coat  control  hart  to  ba  tudartakant  aimultanaoualy  and 
incrtatantaUy.  Abriaf  rtmwof  thtproviaionaof  tha  19S6  Utaaarhnattta  law  and  of 
how  thiy  wart  iaq»Umantad  providm  auM>ort  for  thia  poaition." 

SbottaU,  StaphMA  IC. 

A  ICodat  for  atato  baalth  cara  lafonn.  Htalth  affairt,    11,  q;>ring  1992: 106-172. 

*Amrieana  gmaraUy  fovor  local  problam  aolving  and  control  orar  fadarally 
wandatad  appoaTliaa,  avtn  thoufb  IomI  approachm  ara  not  alwayi  mora  tffactiTi. 
Tbua,  baalth  cart  rtform  that  ftaturaa  a  proauatnt  rott  for  tht  fodaral  gotanmant  ii 
not  liktty  Co  ba  Amaricana*  firat  dtoiet;  wa  ara  Uka^  oC  maka  batttr  pfogrtm  by 
focuting  on  rtforma  at  tha  atata  and  local  Itftlt,  wfaara  htalth  cara  ia  actually 
daUvarad.* 

Solowty,PradJ. 

Hawaii  Itada  tha  way  to  univnaal  baalth  inauranea.  Public  amployaa,  56, 
Juna^ufy  1991:  4^. 

*lfaatafhumtlt  paaaad  a  mora  otodtat  maaaura  in  1986~tbat  baa  bead  aarioua 
impltmaotatioQ  problama  during  tht  tubaaquant  aconomic  downtum-and  tffortt 
ara  undir  way  in  otbtr  Btatta  to  pam  mandatory  baalth  inauranea  lawa.  But 
Hawaii  rtaaaiaa  lha  only  atata  in  tht  UJB.  that  baa  mad*  atrioua  haadwiy  toward 
uiiiimaal  baalth  inauraaat  oovaragt.* 
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Hm  StatrtwuM  prtKription.  Amtrkan  prcwptct,  no.  9,  tpnag  1992:  Kl'tfS,  6646. 

Cootaotc-Why  tbt  State  can't  tolva  tbt  baahh  e«rt  critia,  by  Dtborah  A. 
Stooa.-Statoa  fifal:  tha  oOmt  path  to  nttiooal  haalth  rafom,  fay  John  B.  licDoco«||i. 

Tbt  Uninaurad  and  tha  dabaU  ovar  tha  rtptal  of  tha  ¥iaaichiMoWi  univact^  haalth  car* 
law.  JAMA  [Journal  of  tha  Aaarkan  Mwliaal  Aaoociition],  t.  307,  Itu,.  1992: 
1113-1117. 

*lha  dtbata  in  Mataafhnmtta  ortr  tha  rapaal  of  tha  firat  m»tt  baaod  "pay  or 
play"  univtraal  baalth  plan  ia  diacmttd  u«nf  data  froat  a  nirvay  of  1066 
MiaaarhuMtta  houaaholda.  Tbit  aurray  attawptad  to  Miiwira  tfaa  problaaa  of  tha 
iininaurad,  to  aattmata  tha  likalibood  that  thay  would  pay  inauranea  if  offarad,  and 
to  f  Inilata  tha  proportion  of  tha  uniniurad  who  would  ba  coratad  undar  an 
aaaployir  Mandata.' 

U.S.  Connyiat.  Houaa.  Conmittaa  on  Enarfy  and  Commarea.  Subcommittaa  on  Haalth 
and  tha  Environmant 

HaalthRi^t:  Mionaaota't  propoMd  haalth  caxa  accaM  lagitlation.  Haaring,  102nd 
Confrtaa,  2nd  atation.  Apr.  3, 1992.  Waahinctoo,  G  P.O.,  1992.  163  p. 
-Saiial  no.  102-123- 


Orafon  Ifadicaid  rationinf  cacperimant  Haaring,  102nd  Congraat,  Itt  Mauon. 
Sapt.  16, 1991.  Waahinffton.  G.P.O.,  1991.  277  p. 
"Saiial  no.  102-49" 

Hm  State  pTopoMa  to  ration  Mrricat  to  thoaa  low-iocoma  women  and  childran 
who  ara  now  tlifibla  for  Medicaid,  and  tha  aavinsi  firom  thit  rationing  will  help  to  pay 

for  tha  aitaneion  of  coverage  to  all  of  tha  unineurad  who  ara  in  poverty  In  order 

to  get  Federal  doUara  on  theae  terma,  Oregon  naade  k  change  in  Federal  Medicaid 
rulea,-  which  it  it  requeeting  in  tha  form  of  five  yean  of  waivera.  Teetimony  from 
Governor  Barbara  Roberta,  Jean  lliome  (Director  of  tha  Stata*a  Medicaid  program), 
and  aupportara  and  opponanta  nationwide  ie  included. 

U-S.  Congreea.  Houae.  Committee  on  Small  Bueineee.  Subcommittee  on  Antitniat,  Impact 
of  Deregulation,  and  Privatization. 

State  effort*  to  increaee  the  availability  and  affordability  of  health  inexirance.  Hearing, 
lOlet  CoDgraea,  2nd  eeeeion.  Aug.  10, 1990.  Waehington,  G.P.O.,  1990.  172  p. 

Hearing  held  in  Tulaa,  OK. 

"Serial  no.  lCl-76" 

VS.  Congreee.  Houae.  Committee  on  Ways  and  Means.  Subcommittee  on  Health. 

Establishment  of  State  risk  pools  to  provide  health  cover jge  for  uninsured  Americans. 
Hearing,  lOlst  Congreee,  1st  sewion.  May  26, 19S9.  Washington,  Gi*.0.,  1989.  96  p. 
-SarJa  101-46- 


Health  insurance  options:  State  mandates  on  health  benefits.  Hearing,  102nd 
Congreee,  1st  seesion.  July  29, 1991.  Washington,  Gi*.0.,  1992.  149  p. 
"Sariil  102-63- 

"Stata  mandataa  generally  take  one  of  three  A>ms: . . .  coverage  for  spedlie  typee 
of  services  . . .  reimbursement  for  certain  typaa  of  providera  . . .  coverage  for  certain 
typea  of  individuals  or  groups,  such  aa  newborn  children  or  dependent  students.- 

VS.  General  Accounting  Office. 

Health  care  spending:  nonpolicy  factors  accounts  for  most  State  diffarancae;  report  to 
the  Honorable  Richard  H.  Biyan,  U.S.  SenaU.  WMhington,  GA.O.,  1992.  26  p. 
-QAO/'SSU>-92-36,  B-246979- 

In  moat  statea,  par  capita  spending  on  personal  health  care  is  near  the  U.S. 
average.  In  ovar  half  the  atataa,  spending  levels  ara  within  10  percent  of  the  national 
average.  Many  statea  with  hi|^  spending  lavala  are  concentrated  in  the  Northweat, 
Midwaat,  and  Far  Weat,  while  many  statea  with  lower  per  capita  apending  are  in  the 
South  and  Rocky  Mountain  regions.  Eettmatea  for  1990  indicate  that  MasaachuaetU 
had  tha  hig^beat  health  azpendituree  per  capita-over  $3,000;  South  Carolina  bad  tha 
lowaat  aipenditures  lees  than  $1,700  per  capita.- 
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ll<dif  Ortfod'a  MuiAfid  car*  ptogmm  tad  iMpUaitioM  for  mqpvmomi  rtport  to 
tht  dwh  ■■n,  SubeooumttM  oo  HMlth  and  tha  Eovironmnt,  CommittM  oo  Entriy 
•xmI  CoMMfw,  HoMM  ofBipctttntathm  Juna  19, 1992. 

WMfainchM, 0X0^1893.  Cl^ 

'QAO/HUm49»  B>S4e49r 

*T1iis  TCpott  miam  ^  Oiafoo  lladieaid  Maaafid  ear*  pcofram  and  tbt  ataU'a 
pcopoaal  to  ifaa<  tha  pwtmi  aa  part  of  a  lartir  ilaaioni^ialiuu.  Tha  nport  r«vim 
iawaaof  aataan,  ^tMHAj  6tttg%  aod  fiaaoeial  ovaiaii^* 

WidBi^KUiotK.  Haii||b,Xrai.  Outtia, Kkfaard K. 

An  aoaliyaia  of  tha  OaraMandi  plan  bt  haalth  rafom  in  Califoniia.  Cooiuctad  for  tha 
Htoiy  J.  lUimt  YtmSfy  Fwindatioo  Waahingtoo,  IiMtituta  for  Haalth  PoUcy 
Sohitkcw,  1992.  SOp. 

Caltforaaa  Tnauranm  Crmmwmnmr  Jobn  OaraaModi'a  propoaal,  auda  in 
"Califoraia  baalth  can  in  tha  2lJt  eaotuiy:  a  yntioa  for  Taform,*  ia  auflNoaariaad  and 
analyaad.  It  ia  iaaettbid  aa  a  unigua  eowhinatinn  of  faaturaa  of  >  ^0WMDan^fiDaoe^ 
'•intto-payar*  ijtliM  withthoat  of  amarhatbaatd  lyataaa,  wfaikpro^'idu^ 
covarafi  and  eott-eoDtaininant  atratafiw.  Unraaolvad  iafuaa,  ineludiac  tha  oftan 
omlookad  'aaparaU  Uvaa  of  aadical,  woriian'  mipanaatioD,  and  autoawUla 
inauianea,*  ara  diinnaad- 

Wianar,  Joabua  A. 

OrafKi'a  plan  for  faaalth  care  rationinf:  bokt  initiativa  or  tarribk  miataka.  BrookiDp 
rantw,  t.  10,  wiotar  1992:  26-31. 

'Altbouib  tha  plan  is  controvtnial  in  atvara]  raapaeta,  the  moat  rtrolutioQaiy 
part  of  tha  packaffi  is  Orafoo'a  solution  to  tha  incraaaipgfr  aertra  problem  of 
providinf  Medical  can  to  tha  poor.  The  atata  will  fuaranta^  ear*  to  all  Oragooians 
below  tha  poverty  Una,  but  at  a  price:  the  aipUeit  and  public  rationinc  of  their  nedieal 
care.* 

Wilson,  Brenda  h. 

The  Urribla  coet  of  treatinf  ereryooe.  Governing  t.  4,  Jan.  1991:  2S^. 

There  are  more  than  200,000  people  in  metropolitan  Atlanta  alooe  who  do  not 
bare  any  health  inauranee.  Grady  Memorial  ia,  in  effect,  their  ixwirer.  The  reaidenU 
and  attaodinf  pfayaictana,  nureea  and  other  boepital  ataff  at  Grady  are  m  cloae  m 
many  will  ever  come  to  haTtnf  a  family  doctor.  The  uncompensated  care  Grady 
providee  baa  to  be  paid  for  out  of  the  appropriations  it  rteaivee  from  the  counties  of 
Fulton  and  DeKalb  and  the  aUtc  of  Georgia.  It  coats  <m  anormoua  amount,  more  every 
year,  and  tha  money  is  fMtinghardsr  to  eooM  by.* 

Yawn,  Barbara  P.  Jacott,  William  E.  Yawn^RcyA. 

MinneeotaCare  CHealthRigbt):  sqrtbs  and  miracles.  JAMA  [Journal  of  the  Amercan 
Medical  Association],  t.  269,  Jao.  27, 1993:  511-616. 

DeepiU  aareral  name  cbangea  due  to  trademark  conflicU,  this  health  reform 
packafe  focuaea  *on  health  care  coet  containment,  pitmding  iMuranca  for  aome  of  the 
uninsured,  recommending  managed  care  for  all,  calling  for  reaearch  refsrding  use  of 
practice  parameters  and  new  technology,  all  without  any  new  income  or  ea^loyer 
tazea.*  Evaluatee  this  Stete  law  prDviding  a  *aubaidi»ed  minimal  benefit  insurance 
package  for  low-ineome  Cuniliea  and  insurance  reform  to  lower  the  coat  of  insurance 
for  imall  busimaaea.* 
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nt  BSSOLVED:  THAT  THE  FSDEBAL  GOVESNMENT  SHOULD  CONTKOL 
HKAL1H  CABS  OOeTB  rM  ALL  UIOIVD  STATU  CrnZKNS 


A.  OXNUAL 

Th«  1991  Natkotf  Batctttiiw  PoU  M  HMhk  Cm*  Gofto  Md  B«Mfit«.  Bumimm  4  bMlth. 
v.9,S«pt.lWl;<l-7L 

Charts  hf  Doqimi  CotaUo  •ad  Ron  SctUd  camiy  ta  ^apb*c  fomat  imponat 

haahh  inauraiMa  pr»uM  «oito  an  of  kay  eooewB  tQ  aaoj. 

Aaron,  Kaoiy  J. 

Sarioua  and  uaaUMa  cooditioo:  flnanrinf  Aaarira'a  haalth  tan,  Waahioftoo, 
Brookiiifi  Inatitutioo,  1991.  lQ8p. 

AdmiQiatrativa  ooaCa  ia  tha       baalth  cara  ajratam:  tha  problam  or  tha  aolution?  loquiiy 
(Chicafo),  T.  29.  faU  1992:  30fr^. 

"Ovarall,  tha  papara  and  praaanUtiona  amphMiiad  that  wfaila  tha  foeua  of 
attantioo  hoa  baan  oo  tha  eontroraTiy  ovar  wfaathar  particular  aggragata  aatimataa  of 
■dminiatratwa  eoata  and  pottntial  aavinfi  ara  eorract,  tha  AmdamaQtal  undariying 
iaiua  M  how  tha  baalth  car*  ayatan  might  baat  ba  maoagad. 

APACHE^L:  a  naw  aararitjr  of  iilnaai  a^juatar  for  inpatiant  madical  cara.  Madtcal  cara, 
30.  Umj  1992:  446>462. 

Thara  ia  a  Daad  for  a  atvtrity  of  iiloaai  maaaura  that  ia  aaaily  obtainad  (nm 
oomputariaad  boapitu:  /ata,  objactiva.  cUmcaUy  valid  for  a^juatiog  aiqMctad 
raaourca  uaa,  and  can  ba  uaad  aa  an  aid  to  quality  of  cara  afforta.  At  tha  atudy 
hoapital,  tha  APACHE^L  aoora  waa  abia  to  axplain  aubatantial  anounta  of 
intra-DBG  raaourca  variatioo  and  appaarad  to  ba  a  poUntially  important  naw 
aarari^  of  iilnaai  a^juatar  for  DRGa  and  marlU  ftirthar  araluatioo.' 

Bakar.  Alex. 

An  ouQca  of  prerantion.  Buiineaa  ft  health,  t.  9.  Dae.  1991:  30,  32-34,  36^. 

'Ai  data  accumutata  on  tha  coat  advantagaa  of  pravantion,  mora  eompaniea 
and  thair  inaurera  ara  likaly  to  offer  pravantion  programa.  The  kay  to 
undaratanding  tha  value  of  prevention,  howarer  ia  that  it  ia  not  the  ba-all  and 
end-all  of  health  care.  Prevention  ia  aimpty  one  mora  piece  of  the  puczla.  When 
uaad  in  coi^j  unction  with  welloeaa  programe  and  Hfeatyle  management,  pravantion 
can  have  a  aignificant  impact  on  the  health  cere  bottom  line.' 

BattisteUa,  Roger  M. 

Health  tpanding  in  an  age  of  financial  limita.  Human  ecology  foruv^i,  v.  17,  winter 
1989: 10-13.  32. 

Tha  value  of  health  vpending  enjoyed  a  prolonged  era  of  confidence  after  the 
Second  World  War  and  prodded  the  health  indua try  into  an  enomoua  period  of 
growth.  But  national  health  policy  baa  ainca  become  the  acaoe  off  ;oDtrover«y, 
indadaion,  and  doubt.  The  author  looka  behind  thia  national  mood  change  at 
chano*  awaaping  throu|^  health  aarvicae  and  what  they  predict  for  tha  ftitura.' 

Barenaoo,  Robert.  Holabao,  John. 

Sourcaa  of  tha  growth  in  Medicare  phytidan  axpendituraa.  JAMA  [Journal  of  the 
American  Medical  Aaaodation],  v.  267,  Feb.  6, 1992: 687-691. 

"Incraaaaa  in  the  number  and  average  age  of  enroUaea,  increaaea  in  phyaidan  feea, 
and  inrraaeea  in  the  number  and  intanaity  of  aervicaa'  itccount  for  tha  riaa  in  aKpeneee 
under  Parts  of  Medicare. 

Betley,  Chariea. 

Praacription  drup:  coverage,  coata,  and  quality.  Waahington,  Employae  Benefit 
Raaaarch  Inatituti,  1992.  22  p.  (EBRI  iaaua  brief,  no.  122) 

^      Coodudaa  that,  "rw^nt  changee  in  Medicaid  reimburMment  aaem  likely  to  raault 
\  x  '   iiJ^^I*?*''  pricaa  for  private  payara.  Health  care  quality  may  ba  enhanced  by  public  and 
privwta  utilisation  review  and  other  aetivitiea  to  improve  tha  way  pl^Mdana  pvaaeriba 
drufp.^ 
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BunMr.S«lfyT.  Waldo, Duial K.  IfeKuikk. Dtvid R. 

NatkwAl  faMlth  «K|Mmditurw  w^aetioM  thro^         KMlth  cm  f&oandDC  rrriaw, 
v.l4,&U1902:  1-29. 

If  eumnt  Uw»  tfad  praetteM  ooatiaMW,  bMlth  «aq>tiiditurtt  in  tb«  United  SUtot 
wm  mdi  $1.7  triUkm  I7  th«       9000.  an  aaount  •quill  to  U.1 
NatkNft'ft       doMtk  product  (ODP).  Bijr  tb*  tmt  3090,  m  AiMrica't  bdl^  boonm 
Mtw  th*ir  MVMtk*  and  ttilbtM*,  hMith  tpMdinf  wm  top  $16  triU^ 
oT^ODP. 

ChriatooMn,  Bxyca  J. 

In  aiekiMM  and  in  baahh:  tha  madkat  toaU  offiumly  aaltdown.  Policy  rariaw,  no.  60, 
•prmc  1992:  70-72. 

Tba  dacUna  of  tha  fiumly  in  raeant  daeadaa  hts  contributtd  both  to  carious  baalth 
probltmtandtohAnf  baalthcaraaxpandituraa^MptetaUybyforar^^  ConTarMlf, 
ona  of  tha  batt  wiqra  to  improva  AaMrkana'  baalth  cara  would  ba  to  favor  poUciM  that 
atranfthan  fiuniliai. 

Clinton,  Bill. 

Putting  people  first:  a  national  aconomic  ttratagy  for  Ansrica.  littl*  Rock,  Ark.,  Bill 
Clinton  for  PrMidtnt  Committaa,  1992.  21  p. 

To  radaim  tha  futura,  we  must  striTS  to  doas  both  ths  budget  daftdt  and  tha 
inTestmaot  gap  ... .  To  pay  for  thtss  inTastmants  and  raduca  our  national  dafidt,  I 
will  save  mors  than  $360  billion  by  cutting  spsnding,  dosing  corporata  tax  loopbolsa, 
requiring  the  rtry  wealthy  to  pay  their  fiur  share  of  taxes,  and  implementing  rigorous 
baalth  care  cost  controls." 

CUnton/Gora  National  Campaign. 

Controlling  coats  snd  guaranteeing  care  for  all-the  Clintoo/Gora  health  cara  plan, 
little  Rock,  Clinton/Gore  National  Campaign,  1992. 

Cohan,  Steve. 

Malpractice:  behind  a  $2&-million  award  to  a  boy  injured  in  surgety.  New  York,  t.  23, 
Oct.  1,  1990:  40,  42-46,  46-49. 

Staggering  malpractice  awards  may  be  the  only  means  of  shocking  the  !i.cdical 
profsssion  into  purjpng  incompetent  members  from  their  ranks,  but  it  also  drires  the 
cost  of  medical  care  up  and  may  discourage  good  doctors  from  practidng  medidne. 

Cols,  Gerald  Jr. 

How  will  companies  cope  with  the  skyrocketing  costs  of  retiree  hsalth  benefits? 
Employee  benefiU  journal,  v.  14,  Sept.  1989:  2-6, 10. 

Outlines  options  that  may  help  employers  cope  with  escalating  costs,  proposed 
changes  in  accounting  proceduree,  and  legal  constraints. 

Collsctive  bargsining  in  1990:  health  care  cost  a  common  issue.  Monthly  labor  review,  v. 
113,  Jan.  1990:  3-18. 

"Escalating  heslth  insurance  premiums  are  liksly  to  be  a  common  threat  in  the 
fabric  of  this  year's  bargaining." 

Conroy,  M.  Mary. 

Physidan,  cut  thy  costs.  Business  A  hsslth,  v.  9,  June  1991:  38,  40,  42,  46,  48, 60>61, 
64,  66. 

"Everybody  knows  that  hsslth  care  costs  are  out  of  control-everybody,  that  ie, 
except  physicians.  But  now  even  the  providers  isre  getting  the  economy  message  and 
considering  taking  part  in  ths  cost  cutting  battle." 

The  Coat  of  health  care.  Sute  government  newe,  v.  33,  May  1990:  6-7,  9-18,  20.?i 

Contents.-No  magic  bullet  for  heslth  insurance  costs,  by  Elains  S.  Kn«Lpp.-Ways 
to  cut  America'e  heslth  bill,  by  Joseph  A.  Califano,  Jr.-Health  care  gap  swallows 
millions,  1^  Michael  S.  Dukakis.-States  lessen  Al^imer's  burden,  by  Cheri 
ColUs.-AIDS  overwhelms  health  systems  of  m%or  U.S.  dties,  by  linda  Wagsr. 

Custer,  William. 

Issues  in  >>salth  care  cost  management.  Washington,  Employsa  Benafit  Rassarch 
Institute,  1991.  17  p.  (EBRI  issue  brief,  no.  118) 

It  has  often  been  etated  that  a  decade  of  cost  management  has  not  slowed  hsslth 
care  cost  inflation  Although  still  in  an  early  stage  of  development,  objective 
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MMMifM  br  «t«hMtiii(  tb«  quality  of  car*  Md  eovpitt^ 


"VuaiMMw  Muat  eoothmt  tba  imI  fbcew  that  «M  drivii^ 
•bMneaoTaeQtionkitieMitiTMfbrtni^coat^Wfii^^  FSnMWMtalM 
bMOM  iirtaUifMift  baahh-eara  bujm,  aMrduof 
anwod.  CoapaiiiMMuataM«pittia>oborproTidanf  cMatoftbaoat^ 
iimiraiM  in  anfaaof*  for  pcmwfUJ  new  tooto  to  eootain  Andab(maU« 
finat  aMM*  rtimfiiiat  that  &aw  U«a  or  aataonal  poUctM  alooa  woo't  fat  tha  job  dooa  * 

Dixoa,  JaBoite. 

USbaahiicafalLtbaeotCproblMi.  Britlab  aMdkal  jounal,    306,  Oct  10, 1M2: 
«7M«0. 

*&aaynaa  wfaj  tba  eoita  ofbaalth  cara  bava  riaao,  tbwr  aflactt,  and  tha  aflbrto  to 
eootain  eoata  in  raUtion  to  Tour  froupa  of  AsMricana-tboa*  with  oo  baaltb  iiwiranft. 
thoaa  with  ipwiuaaot  ftindad  bialtb  ioMiranea  throufh  Madicar*  (tba  baaltb 
proframsa  for  tba  Mtttfy)  and  tbrou|^  Uadieaid  (tba  baaltb  proframma  for  tba  poor), 
and  tboaa  with  privata  bialtb  i 


DriTiDX  down  btalth  cara  eoata:  atrataciaa  *  iolutiona,  1990.  Oraanvak.  N.Y..  Panal.  1969. 
241  p.  — .  , 

"HMltb  cara  baa  finally  (ainad  a  apot  on  tba  national  aftnda-witnMa  tba  numbar 
of  ralatad  bilb  paodinf  in  Conpaai  or  avan  tba  Nawswaak  eovar  that  Mkad  *Can  You 
Afford  to  Gat  SieltT  But  ratpooMbility  for  cootaininc  tboaa  eoata  ttiU  li«a  larfa^y 
wbara  it  baa  alwajra  btao-with  tboM  wbo  dwifn  and  adminiatar  baaltb  baoafita.  Thif 
ianoCtoMCfwttbaAamplograrfmuatbavktiinaoftbaaituatioa-fkrfhi^  Thif 
aditioo  of  drivinf  down  Kaaltb  Cara  Coato  dMcrtbaa  not  only  what  amployara  nicfat  do. 
but  alao  what  tbay  bava  dooa  to  tootrol.  or  avan  raducc,  baaltb  cara  ooata.* 

Eppinftr,  Frtdarick  H.  HoUan,  Jamts  B. 

ControUinf  runaway  baaltb  cara  coata.  Batt't  raviaw:  lifa/baaltb/ioauranc*  tdition. 
91,  Oct  1990:  37^  40»  ISS,  160, 1<2. 

"HifltocicaUy,  aioii  tnauraoea  carriara  and  tbair  euatomara  hatra  conaidarad  group 
inMiranca  a  oovmodity.  Today,  nothinc  could  U  (artbar  from  tba  truth.  Chiaf 
axMuti^  and  cfaiif  financial  oCCetri  ara  paying  aarioua  attention  to  tbair  company** 
madical  baoaflta  plana-wbat  thqr  olTar  and  what  thiy  coat' 

Epatoin,  Arnold  U.  Stam,  Bobert  S.  Weiwman,  Joal  S. 

Do  tha  poor  eoat  more?:  a  multiboapital  atu^  of  patienta'  todoaeooomic  atatua  and 
uaaof  boapitalraaourcaa.  Naw  Enaland  journal  of  madieiM,    322,  Apr  19.1990- 

iiaa-iias.  ^.-^ 

*Aftar  arrhidinf  outliara  and  a^juatinc  for  diaeooaia-relatad  group  (DRO),  [tba 
autbora]  found  that  tba  patianta  of  tba  lowaat  aodoaconomic  aUtua  had  faoapital  aUya 

3-30  pareant  lonfar  than  tboaa  of  bigbar  atatua  Supplaraaotaiy  paymanto  to 

boapitala  for  tba  traatmant  of  poor  patianta  marit  furthar  cooaidaration.' 

Fiabar,  Rhooa  S.  Jooaa,  Judith  Millar. 

Buaineaa  lad  collactiva  purehaaicg:  a  naw  frontiaf .  Waahington,  National  Haaltb 
PoUqr  Forum,  1992.  13  p.  Oiaua  briaf  no.  606) 

Background  papar  for  a  taehnical  briafing  on  buainaaa  coalitiona  inrolTad  in  "natr 
alliancaa*  in  ordar  to  improva  tbair  capacity  to  maka  bettar  dadaiOM  about 
coat^activa  [baaltb]  cara  and  [to]  obtain  tha  cooparation  of  proridan  in  dalivaring 

auch  aarrieaa  [They]  bopa  to  ebanga  attitudaa  and  bahaviora  . . .  laading  to  a 

bigbaivordar,  eommunity-eonadoua  partnarabip  that  will  offar  tba  whola  community 
mora  valua  for  aacfa  baaltb  cara  dollar  apant' 

Flaming,  Stavan  T. 

T^^r^ttyahip  batwaan  quality  and  coat-  pura  and  aimple?  Incjuity,    28,  apring 

Tliia  atavly  focuaaa  on  tha  ralationahip  batwaan  tba  quality  and  tba  eoat  of 
boapital  cara." 
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Ft*ud  tqiudt  tATftt  nupMt  eUimc.  Buamm  &  hMJth,    9,  Apr.  1991: 21-24,  26,  28, 
30,  31-33. 

*Fr«udul6nt  btalth  in*ur«nc«  eUimf  an  eoctinf  bMlth  ioMirtn  160  biilion  Mch 
ywr." 

HMlth  cut  cofte:  tb«  shift  som  on.  BunoMt  ft  bMlth,  t.  10,  Mar.  1992:  49-60, 62<64. 

"Hm  trtod  among  ftdaral  and  itaU  cartrnmanta  haa  baan  to  control  how  much 
tbty  p«y  for  baalth  cara  by  mcraaatng  apcodinc  at  law  than  tha  rata  of  baalth  cara 
inflatioDu  Tba  raault  ia  that  buaixMatM  and  othar  buytrt  hart  eomplauMd  t^t  tbay 
art  forcad  to  pay  mora  for  baalth  cara.' 

Friadan,  Joyca.  Kianar,  Kathlaan. 

Tba  quart  for  quality  data.  Bu«inaM  ft  baalth,  v.  10,  Aug.  1992:  28-36. 

"Haalth  cara  buyar*  ara  gathtring  data  on  provider  quality  and  coata  and  uting  it 
to  improvt  tha  •fTectivtnaM  of  tbair  baalth  plana.' 

Glaicbtr,  Norbert. 

Ezpantion  of  health  care  to  the  uninaurtd  and  underinaurod  baa  to  be  coat-neutral. 
JAMA  [Journal  of  the  American  Medical  Aaaociation],  v.  265,  Bday  8, 1991:  2388-2390. 

'Any  attempt  to  addreaa  the  problem  of  more  than  30  million  uninsured  and  25 
nulUon  aenoualy  undcrioiured  citixena  in  the  United  Sutee  baa  to  be  able  lo  offer 
medical  servicea  to  tbia  20%  of  the  population  in  a  co•^neutraI  way  for  the  US 
economy,  eince  pretent  economic  conditiona  do  not  pannit  further  cxpanaion  in  health 
cara  coata.  A  madical  ayatem  compartzoentalixad  by  medical  specialty  should  be  able  to 
aava  approzimataly  20%  of  praaent-day  health  cara  axpendituraa  within  each  specialty, 
which  then  can  be  uaad  to  provide  the  necaaaaty  eovara^.' 

Gronfein,  William  P    Kinney,  Eleanor  DaAnnan. 

Controlling  large  malpractice  daima:  the  unexpected  impact  of  damage  cape.  Journal 
of  health  poUtica,  policy  and  law.  v.  16,  fall  1991:  441-464. 

Indiana'a  comprebensi«^  malpractice  reforma,  inaugurated  in  1976,  include  a  cap 
on  damagea,  a  mandated  medical  review  before  trial,  and  a  state  insurance  to  pay 
claims  equal  to  or  greater  than  $100,000.  We  have  found  that  the  amount  of 
compenaation  going  to  claimanta  with  such  large  malpractice  claima  in  Indiana  la,  la 
average,  eubatantially  bif^er  than  in  Michigan  and  Ohio.' 

Grumbach,  Kevin.  Lee,  Philip  R. 

How  many  phyaiciana  can  we  afford?  JAMA  IJoumal  of  the  American  Medical 
Aaaociation],  v.  265,  May  8,  1991:  2369-2372. 

In  tbia  rftport,  we  examine  physician  eupply  in  the  United  Statea  from  a  different 
perspective-that  of  coata.  Rather  than  addreaaing  the  queation  *How  many  phyaiciana 
do  we  need?'  we  explore  the  queation  queation  *How  many  phyaiciana  can  we  afford?' 
Aa  health  care  coata  as  a  percent  of  the  US  gross  national  product  approach  I7x>,  there 
ii  concern  the  nation  cannot  continue  to  support  such  rapid  growth  in  healtli  care 
spending.' 

Harris,  Jeffrey  S.  Custer,  William  S. 

Health  care  economic  factors  and  the  effects  of  benefits  plan  design  changes.  Journal 
of  occupational  medicine,  v.  33,  Mar.  1991:  279-286. 

"Medical  benefits  costs  now  exceed  13%  of  payroll,  up  from  6%  in  the  early  1980s. 
Full  reimbursement  for  more  expensive  hospital-baaed  care,  a  technology  and  specialist 
supply  explosion  funded  by  Medicare  and  Medicaid,  and  coat  shifting  from  these 
programa  to  private  insurance  have  fueled  tbie  rapid  growth.  Benefita  plana,  which 
bad  provided  asaentially  free  care,  have  been  changed  elowly  and  incrementally  to 
increaae  coat  sharing  and,  thus,  cost  sensitivity  on  the  part  of  employeea. 

Health  spending:  the  growing  threat  to  the  Camily  budget.  Washington,  Families  USA 
Foundation,  1991.  9  p. 

This  report  analyzea,  for  the  first  time,  the  total  burden  of  health  care  spending 
on  American  families  and  businesses,  nationally  and  sUte-by-sUt«,  for  the  years  1980, 
1991  and  2000.  Also  provided  is  daU  on  ths  sources  of  paymenta  fay  fsmiliaa  and 
buainaatia.' 


ERIC 


495 


Hmlth  tpwdinf  throu|h  3080:  Hum  Kwurio*.  HmIUi  aCbin,    10,  winUr  231-242. 
Pour  hMlth  ttatifltica  VMUyvta  off«r  prcQMtioiif  for  Mtiona]  bMlth  tiptoditurM 
for  tmrtous  Mowios  of  Aiturt  bMlth  cart  eoMUKptioo  tr«tMb. 

Futwt  I— »w  in  b— hh  »mnowici:  ooo  yww  froai  Waririoftoo.  Quarterir  r«vi«w  of 
Mooookks  and  hmimat,    90,  wintar  1900: 2ML 

ar«  comsMita  about  Im  poUcy  iMuat  at  tba  fMml  krtl       OMto  a 
damand  for  rt— arch  in  aartral  araaa  of  haaltfa  acooomka.  Aa  back(n>und.  tb«a  is  a 
diaeuarioo  of  tba  atttaot  fiid«rai  budpt  aituatioo  and  tba  eoat<oatainBMQt  praMuraa 
thaa  puu  oo  public  baaltb  promiM*  Tba  loo(-t«nnprobl««of  finaodnf  of  tba 
Madicart  tnitt  Aind  at  alao  diacuaaad.  Four  arMa  whwa  naw  raaMrtfa  may  affact 
Aitura  baaltb  policy  art  idaotifitd:  tba  marfctt  for  plTaidan'a  atrvieta,  ntdical 
ttfhnolofy,  compatitkMi  in  baaltb  eara,  and  tba  markat  for  baaltb  innmuiea.' 

Htnlingtr,  Ragina  B. 

Tba  fiuiadravoIutioD  in  baaltb  cara-tbarola  of  manaftmtnt  Harvard  buainaia 
rtTitw,    67,  Uar.'Apr.  1989:  96-103. 

Tba  Amarican  baaltb  eara  indurtiy  la  tick.  Itt  buft  fractivn  of  our  GNP-ont  out 
of  tTtty  aifht  doUara-ia  doubla  tbat  of  Japan  and  at  laaat  50%  hi^Mc  than  tbat  of 
otbar  dartlopad  countrita.  Bacauaa  it  ia  (rowiof  at  rataa  50%  higber  tban  tba  GNP, 
tba  induatzy't  eoat  bampart  control  of  our  iiiMdiJui  trada  daficit'  ' 

Hitb-tacb  baaltb  care:  wbo  will  pay?  Buatntaa  watk,  no.  3090,  Fab.  6. 1969:  74-76,  7S. 

"Ntw  madical  tachnolofiaa  can  lava  Uvat-at  a  priea.  And  tbat  prict,  many  azptrtt 
•ay,  ia  alraady  too  bifh  bifb  for  aodaly  to  baar.' 

Hildabrandt,  Paula,  tliomaa,  Cric  A. 

Tbaritinf  coat  of  madical  cart  and  itatffactOD  inflation.  Padaral  Kaatrva  Bank  of 
Kanaat  City,    76,  Sapt-Oct  1991:  47>S8. 

•Doaa  tba  calatavaly  faat  paca  of  inflation  in  madical  cara  poae  a  problem  for 
poUeymakart?  Thia  artidt  arguta  tbat  high  inflation  in  madical  cara  makat  achiering 
priea-ttabUity  mora  difCcuIt,  but  that  ita  affect  on  owaU  inflation  i<  not  large  tnougfa 
to  inhibit  policymakara  from  purauinf  price  etabililj  aa  a  goal.' 

Hoffman,  Alan  N.  Nurick,  Aaron  J. 

Cbooein^  health  eara  coverafa:  coneideratitoe  of  pbyiiciane  motiTation.  Bueineea 
boriaona,    34»  May^tine  1991:  67-71. 

The  central  foeue  of  thia  article  ta  to  explain  bow  pbyaiciane  are  compeneated  and 
explore  how  eompeneatioo  may  affect  the  quaUty  of  the  health  cara  proTidad.' 

Hojnacki,  William  P. 

Health  cara  coata  in  the  V3.:  the  role  of  epedal  intareeto.  Journal  of  aoetal.  poUtical 
az»d  ecooomie  etudiee,     16,  fall  1990:  337-366. 

"Our  purpoae  . . .  ia  to  attempt  to  put  into  perqiectiva  the  varioua  intereata  that 
have  an  influence  in  the  production  and  coneumption  of  health  cara  eervieae.  We  hope 
thia  paper  will  rapreaeot  an  initial  etap  toward  undeiatanding  the  foreaa  behind  the 
dramatic  incraaae  in  health  cara  eoala  that  American  aodatv  bae  asperienced  otar  the 
laat  aeraral  yaara.' 

Holahan,  John.  Dor,Avi.  Zuckeiman,  Stephen. 

Undentandinf  the  recant  growth  in  Medicare  phyeician  aipeodituree.  JAMA  (Journal 
of  the  American  Medical  Aaeociation],    263,  Mar.  23^,  1990: 1663-1661. 

Tbia  atwiy  employe  aevaral  larfi  Health  Care  Financing  Adminiatratioa  data  eeta 
for  1963  and  1966  to  aumina  the  recant  ^owth  in  Medicare  pfayMdan  eervieae.  The 

and  1966)  baa  been  more  rapid  in  arua  with  htgbw  iaoomea  per  capita  and  auneata 

that  thia  may  baratatad  to  foeteradoptkm  and  diflbikm  of  new  medical  tecfa^^ 
in  theae  ariae.* 

Holaban,  John.  ZedlewaU,  Sbeila. 

Wbo  payf  for  health  cara  in  the  United  Statee?  Implicataooa  for  health  ayitam  reform. 
Inquiry  \Chicafo).    29,  aummer  1992:  231-246. 

-We  Aoabwe  the  diatribution  of  employer  and  amployae  eootributiooa  to  health 
inauranea,  private  Doogroup  health  inauranea  purcfaaaea,  out^-pocket  anaoaea. 
Madkmd bamrflta,  uaeompeoeated  ema,  tax beoefite due  to  the  eMmptioQor 
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•mpIoy«r-aid  health  bcnefita,  and  Uzm  paid  to  fioaace  M«dicar«,  Medicaid,  and  tb« 
haalth  beiMfit  tax  ax^uaion.' 

Horkiti,  KarcD. 

Health  care:  what  role  in  the  U^.  economy?  Waehiogton,  Employee  Benefit  Reeearch 
Inatituta,  1991.  23  p.  (EBRI  iaeue  brief,  no.  114) 

The  12  percent  of  GNP  Americane  epend  on  health  care  aervicei-twice  the 
amount  epent  on  defenae  and  three-quarten  of  the  amount  tpent  on  manufacturiag- 
financee  milliona  ofjoba  and  aceounte  for  bUIioae  of  doUazi  in  revenuee.' 

Jecker,  Nan<7  S.  Pearlman,  Robert  A. 

An  ethical  framework  for  rationing  health  care.  Journal  of  medicine  and  pbiloeophy, 
V.  17,  1992:  79-96. 

"This  paper  propoaea  an  ethical  framework  for  rationing  pubiidy-financed  health 
care.  We  begin  by  claesifying  altematiTe  rationing  criteria  according  to  their  ethical 
baaia.  We  then  examine  the  ethical  arguments  for  four  rationing  criteria.  Theee 
altemativea  include  rationing  hi|^  technology  aervicee,  non-baaic  aervieee,  eervioee  to 
patienta  who  receive  the  leaat  medical  benefit,  and  aervicee  that  are  not  equally 
available  to  all.  We  submit  that  a  just  health  care  system  will  not  limit  basic  health 
caz«  to  persona  unable  to  pay  for  it  Furthermore,  justice  in  health  care  requires 
limiting  publicly-financed  non-basic  health  care,  striving  for  equality  in  accees  to  basic 
health  care,  and  relying  on  medical  benefit  to  ration  non-basic  health  care." 

Kinxer,  Devid  M. 

Why  the  conservatives  gave  us  universal  health  care:  a  parable.  Hospital  &  health 
services  edministration,  v.  34,  fall  1989:  299-310. 

The  health  sector  has  been  on  a  competitive  binge  that  was  supposed  to  contain 
cost  increases,  but  aggregate  expenditure*  for  health  care  are  rising  on  about  the  same 
curve  as  before.  As  Americans  continue  to  spend  more  for  health  services,  more  health 
care  providers,  insurers,  and  'managed  care*  enterprises  are  in  deep  financial  trouble  . . 
. .  This  is  a  parable  of  one  of  the  tbin^  that  could  happen.' 

Kirchner,  Merian. 

Who  pays  for  new  technology?  Butinees  &  health,  v.  9,  Oct.  1991:  20,  22,  24-25. 

The  explosion  of  new  medical  technology  over  the  past  20  years  has  fueled  an 
even  mors  explosive  rise  in  health  care  spending.  Health  eeonomiats  estimate  that  the 
use,  misuse,  and  overuse  of  all  the  procedures,  devices,  and  drugi  in  today's  hij^-tech 
armamentarium-from  organ  transplants  to  diagnostic  imaging  equipment  to  powerful 
new  cancer-fij^ting  chemicals-account  for  about  40  percent  of  the  annual  increase  in 
total  health  care  costs.' 

Koaterlitz,  Julie. 

Bottom-line  pain.  National  journal,  v.  21,  Sept  9,  1989:  2201-2205. 

Describes  reactions  from  corporations  to  rising  health  care  costs,  including  sfTorts 
to  influence  the  'quality  of  care'  and  to  reduce  costs  for  smployee  health  insurance. 


The  growth  induatxy.  Netional  journal,  v.  23,  Nov.  30, 1991:  2917-2920. 

Looks  at  health  care  reform  as  an  economic  isaue.  What  value  do  consumers  get 
for  their  money?  What  effect  do  medical  and  health  insurance  costs  havs  on  the 
economy  as  a  whole? 

Rationing  health  care.  National  journal,  v.  22,  June  30, 1990: 1690-1596. 

The  limits-to-medicine  school . . .  [claims]  that  the  demand  for  care  outstrips 
Americans'  ebility  or  willingness  to  pay  for  it'  Current  debate  over  medical  ethics  is 
reported,  particularly  in  lij^t  ofOregon'e  controversial  efforts  to  revamp  ita  Medicaid 
program. 


Wanted:  GPe.  Netional  journal,  v.  24,  Sept  5, 1992:  2011-2015. 

Too  mMoy  physicians  ara  being  trained  as  specialists  and  not  snou^  as 
generalista.  As  a  result,  the  nation'e  health  care  system  empbasizss  hi^-cost, 
hil^-taehnology  medicins  at  the  txpense  of  basic  and  preventive  care.' 

Kovach,  Kenneth  A. 
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HMlth  earc  eott  eonUiiuiMnt:  «n  impowibla  dn«m?  L«bor  Uw  journal.    42.  Oct 
1991:  66(W64.  ^ 

Th«  Mcalatiog  coct  of  tmployM  health  care  haa  become  a  miyor  threat  to  the 
balance  abeet  of  moet  migor  U^.  employera.  No  human  reaource  taaue  haa  conaumed 
aa  much  time  and  enerfy,  or  generated  aa  much  audetjr,  ainoe  the  Employ 
Retiremeot  Income  Security  Act  of  1974  forced  emplogrera  to  eoeu  to  fripa  with  the 
aolvvo^  of  their  peoaion  plana.* 

Langwell,  Kathiyn.  Ueoke^Terri. 

Riainc  health  care  coeta:  cauaea,  impUcatioah  and  atrategiea.  Waahington, 
Congreaaional  Budget  Omoa,  for  aale  by  the  Supt  of  Doce.,  GJ>.0.,  1991.  90  p. 

Hm  atudy  auggeate  that  aflTorta  to  control  health  apendini;  may  be  fruatrated  by 
our  fragmented  financing  ayatem,  under  which  proriden  who  fi^e  conatrainta  on  pricea 
and  amounta  of  aenricea  for  one  aet  of  patienta  mj^  be  able  to  eompenaate  by 
increaaing  the  pricea  they  charge  and  the  eervicea  they  exUnd  to  other  patienta. 
Gaining  control  over  health  care  coata  would  apparently  require  a  eignificant 
reetructuring  of  our  health  care  ayttem.  To  achieve  greater  control  over  coata  we 
would  have  to  make  certain  cooceeaiona.  For  example,  there  would  probably  be  leee 
apendiog  on  reeearch  and  development,  longer  waiting  timea  for  uae  of  new 
technok^ee,  and  limitationa  on  our  cboicea  of  providen  and  health  care  coverage.* 

Tanning;  Joyce  A. 

The  health  can  quality  quagmire:  coom  eignporte.  Hoepif/I  4  health  aervicea 
adminiatrationf  v.  35,  apring  1990:  39^. 

*Eacalating  price  competition  in  healthy  care  haa  jy^abed  providen  and  punJiaaeea 
to  acramble  for  outcome  meaauree  to  uae  aa  indicaton  c  f  minimum  acceptable  quality. 
Thia  article  auggeata  that  health  care  managen  aatiat  purebaaere  in  developing  quality 
meaauree  that  include  patient  perceptiona  in  addition  to  technical  competence  and  alac 
build  a  ffineral  philoaopl^  that  valuea  quality.' 

Leahy,  Richard  E. 

Rational  health  policy  and  the  legd  atandard  of  can:  a  call  for  judicial  deference  to 
iMdical  practice  guidelinea.  California  law  review,  v.  77,  Dec.  1969: 1463*1528. 

Hm  expanding  application  of  aophiaticated  technology  to  medical  practice,  and  iu 
attendant  coata,  haa  created  the  need  for  medical  practice  guidelinea  for  pl^aiciana.  It 
remaina  unclear,  however,  which  authoritiea  abould  be  reeponaiUe  for  developing  theee 
guidelinea,  and  how  tbeae  guidelinea  ehould  be  received  by  courta  when  abjudicating 
medical  negligence  daima.  Thia  Comment  addreaaee  theae  iaeuea,  and  cootonda  that 
profeaaional  medical  aocietiea  are  the  moat  appropriate  eutboritiee  for  developing  r 
promulfiaing  practtee  guidelinee.* 

Levit,  Katharine  R.  Cowan,  Cathy  A. 

The  burden  of  health  care  coate:  buainiiv,  bouaeboUk,  and  govemmente.  Heelth  care 
flnandng  review,  v.  12,  winter  1990: 127  137. 

In  thia  article,  the  authore  reeaae  hetlth  care  coate  into  pi^  categoriee  of 
buaineaa,  houaeholda,  and  Federal  and  Stete*and-local  govemmente  which  are  more 
uaefiil  for  policy  analyaaa.  The  burden  that  tbeae  ooate  place  upon  the  financial 
reeourceaofaach  payer  are  examined  for  1969  and  for  trenda  over  time.  For 
buaineaaeatheir  ehare  of  health  care  coate  continuea  to  creep  upward  compared  with 
other  pcyera  and  relative  to  their  own  reaoureea,  dtepite  many  changea  they  are 
making  in  the  proviaioo  of  empkyer-apoMorad  health  iiMuranca  to  thcjr  amployeea.' 


Buainaaa,  houaeholda,  and  fovemmente:  health  can  coata,  1990.  Health  care 
financing  review,  v.  13,  winter  1991:  63>9S. 

*Dufing  the  laat  decade,  health  care  eoate  continued  to  grow  at  annual  retaa  of  8 
toiepereeot  Burden  meaMiree  abow  that  rapidly  riaing  coate  faced  by  each  aponaor 
eector  are  aMeeding  inmaaH  in  each  aaetor*e  ability  to  fiind  them.* 

Makin,  John  H. 

Runaw^  health  coata.  American  entetpriae,  v.  1,  Jan.-Feb.  1990: 62^7. 

■Between  1966  and  1966,  the  VS.  groea  national  product  (ONP)  grew  fivefold, 
whUeapaodingoohealUi  care  grew  tenfold.  If  that  trend  continuea,  aa  indeed  it  hai' 
^iSft.'"**?*"^  1»W  with  a  life  expectancy  of7lye«.  would  eeeaU  of  o.ir 

GNP  devoted  to  health  can  apeoding  at  the  tiaie  of  hie  death.  TliaaefiguiMare 
Another  w^y  of  aiQfing  that  aoaM  dmngM  nuat  be  made  to  nduee  the  growth  in 
apeodiacoci  health  can.* 
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Siarnor,  Tb*odore  R. 

AxMricAn  hMlth  politic*,  1970  to  tb«  proMnt:  mom  comiq«nU.  Quarterly  rariaw  of 
•coDomioa  ajad  buniMM,  v.  30,  wint«r  1990:  32-42. 

Thk  article  raTiewa  tbt  attcmpU  of  tht  1970a       1980a  to  rationalixa  baalth 
cara  pnmaion  in  tba  Unitad  Stataa.  It  criticaUy  dsacuaaaa  tba  eootortad  dabatc 
batwaao  compatition  and  rafulatioo  aa  a  maana  of  controlling  baalth  eara  eoata.' 

Madical  malpractica:  a  raport  preparad  at  tba  raquaat  of  the  Houaa  Committaa  on  Wicya  and 
Maana  by  tba  Education  and  Public  Walfara  Diviaion  and  tba  Amarican  Law  Diriaion 
of  tba  Congraaaional  Raaaarch  Sanrica,  Ubraiy  of  Congraaa,  Waahington,  for  aala  by 
tba  Supt  of  Doca.,  Confraaaional  Salaa  Offica,  GJP.O.,  1990  116  p. 

At  baad  of  titli:  lOlat  Congptaa,  2Dd  aaaaion,  Committaa  print. 

■April  26, 1990." 

•WMCP:  101-26." 

Mey«ra,  Ann  L. 

Spreading  the  word:  talking  to  employer!  and  consumer!  about  the  health  care  coat 
criaia.  Broker  world,  v.  11,  June  1991:  12-16,  180-184. 

MofCt,  Robert  E. 

Comprabile  worth  for  doctor! :  a  aevere  caa«  of  government  malpractice.  Waahington, 
D.C.,  Heritage  Foundation,  1991.  22  p. 

Unleaa  Congreaa  and  the  Adminiatration  order  the  govenunent'a  regulatory 

machine  to  raverae  gear  Medicare  continually  will  have  to  update  arbitrary  and 

incomprehenaibia  'vaiuea*  for  thouaanda  of  different  medical  pro^uraa." 

MulUn,  Fitzhu^  Ri\'o,  MarcL.  PoUtxer,  Robert  M. 

Doctora,  dollara^  and  determination:  making  phyaidan  work-force  policy.  Health 
affair!,  apadal  aupplement  1993:  138-151. 

Muagrave,  Gerald  L. 

Health  care  coat  limitation:  individual  retponaibility.  Vital  apeecbea,  v.  56,  Feb.  16, 
1989:  273-276. 

Nationai  health  expenditurea,  1990.  Health  care  financing  review,  v.  13,  fall  1991:  29-52. 
"During  1990,  health  expenditurcaa  aa  a  ahare  of  groaa  national  product  grew  to 
12.2  percent,  up  from  11.6  percent  in  1989.  Thia  dramatic  increaae  ia  the  aecond 
largeat  increaae  in  the  past  three  decadea.  The  national  health  expenditure  eatimataa 
preaented  in  thia  article  document  rapidly  riaing  health  care  coata  and  provide  a 
context  for  underatanding  the  health  care  financing  criaia  facing  the  Nation  today.' 

Kewhouae,  Joaeph. 

Medical  care  coata:  how  much  welfare  loaa?  Journal  of  economic  perapectivea,  v.  6, 
summer  1992:  3-21. 

"Some  propoaed  health  [care]  'coat  containment'  poHciea  may  reautt  in  welfare 
loaaaa  for  the  inaurad,  and  even  increaae  the  number  of  uninaunid." 

Nyman,  John  A. 

Coita,  technology,  and  inaurance  in  the  health  care  aector.  Journal  of  poli^  analyaia 
and  management,  v.  10,  winter  1991:  106-111. 

There  ia  growing  evidence  thet  the  root  cauae  of  coat  inflation  in  the  health  care 
aector  ia  technolo^eal  change,  which  ia  cauaed  in  turn  by  the  prevalence  of  health 
inaurance.  At  the  aame  time,  the  hij^  coata  of  hij^-tech  care  mean  that  mor!  and 
more  people  are  now  forced  to  buy  inaunuM  in  order  to  gain  acceaa  to  health  care 
under  all  contingenciea.  Forcing  people  to  buy  inaurance  in  order  to  have  acceaa  to 
health  cara  can  raault  in  a  welfare  loaa  to  aodety.  Thia  paper  arguea  vhat  tn  order  to 
atop  the  increaaea  in  health  care  expenditurea  and  reduce  thia  welfare  loaa,  we  may 
need  to  conaider  policiea  aimed  at  eonatraining  the  development  of  new  tachnologiea. 
If  we  do  not  adopt  theae  policiea,  we  may  be  forced  to  accept  the  otberwiae  inexorable 
increaaea  in  health  care  coata.' 

Oliver,  Thomaa  R. 

Health  care  market  reform  in  Congreae:  the  uncertain  path  from  propoaal  to  policy. 
PoliUeal  aciance  quarterly,  v.  106,  fall  1991:  453-477. 

'Oliver  looka  at  the  national  debate  ovar  health  care  re''>rm  of  a  decade  ago  and 
congreeaional  policy  daeiaiona  on  tba  iaaxie.  He  analyiea  why  Congraaa  rejected 
propoeala  to  atimulata  broad  competition  in  the  financing  and  delivtiy  of  health  care 
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•MvkM  sod  ioftMd  «oMl^  a  MM  amw  QfitftM  to  Nfite 
IfadktM  profnoB.* 

flniyinf  rrricw,  v.  U;  tprii^^  1101:  tl-Tt 

*ni«  Ptooiyhrania  FtifMiiniHwl  ftwiitimi  CwUnict  fcr  lfa>  rfclwlf  (PACK) 
provMw  OtttpiitiMt  pnMdvticn  drug 

rMid«it*667mof«f»ormwiaiwaMiMdv$16»000p«r7Mr.  A^MoqittoooC 
tht  PACK  pwffMBtoyoiMrf  liicifa,«|ot^inth<«t>  and 
raliitiac  to  tiM  dMDo^nphk  cli«cMtmtk» 
•DioUiBMit*,  dntf  utilintkw  tti  «Kp«idi 
F««MriptioQa,  mod  dngmfmam  UmiBnttUtm." 

Pfiifl;ilwtm. 

DtfftwocM  in  b— Itfa  crt  tpiodiaf  aaow  coMnbrkg  aUtktieal  tntowt  ■  JowMlor 
hMlth  politic*,  policy  and  Uw,    16,  tprinf  1990: 1-^. 

M  a  atroQC  prMUMptMo  that  bMltti  cm  qpatm  ra^^ 
control  of  QModinf  fMMraUx     KMC*  eott*«fl^^ 

tfacmtwJiacd  wirhini—w  of  cootrot  ScnwM  an  am  •quHiUr  dirtributad  ia 
nUtaoo  to  health  awl  pnycot  for  htahh  twikjM  »  fir  Mta  |w  ntnMiii  ia  the 
foraMT  tjrpa  of  itjntcm," 

Rathar,  Jonathan. 

Tb«hi|)ieo>tof  bMlth.  GAOjouroa],no.  ia^auMMr4U11991:^2S. 

"So  today  it  ia  a  cowiannplao  that  our  health  9jiimm  m  in  criiii.  But  this  Ubel  ii 
toofiMuI«irttaug9BttaiawuiMiiteoUapM.  Batte.thcpainfulpmloaof  our  hMlth 
qntam-thc  roOTittanra  of  AnMricui  iMdictna'c  oootiiMiad  mmtmrn  with  ita  poTMtMit 
fapi  and  intlTicitDdaa-ia  hamming  oura  acuta.  To  undtrttaDd  that  parados  hotter, 
w  muM  oxplore  the  hifh,  and  tMinf,  laral  of  our  faMhb-eart  ■pindint' 

RaiMhtUareS. 

CompaiUMfiMabicju]]q»iacoataofbMlthb«iHlttifbri«tii^  CbMieal4 
•n|in«afiaf  mw*,    70,  Ifar.  1992:  IT-Sl. 

"Tba  ccati  of  htepincwfo—a  healthy 'm  ■bout  to  bripf  a  bif  and  unwolcomt  jolt 
to  corporata  financM.  Baeauaaofaatwaeeountinf  raqairttiMat,eouqianiaf  that 
provide  health  cart  beckefite  to  their  retireee  will  have  to  ect  aeide  siUioM,  avao 
billione,  of  dollars  on  their  book*  to  account  for  Oe  eoati  of  theaa  beoefite.' 

Relman,  Araold. 

CoDlh>ntinc  tiie  crisia  ia  health  cere:  an  interfiew  with  Arnold  Befaum.  TWfanolocr 
review,    92,  Jufy  30, 1969: 30^,  40. 

Diecueeea  health  care,  the  role  of  new  tachnolocie*  in  the  crieie,  the  need  for 
phyaieiane  to  alter  the  way  they  practice  mediane,  and  the  dianfie  like^  to  occur  in 
the  yean  ihead  Bahnan  ic  editor  of  the  Now  EaglABd  Journal  of  Ifedidne. 


What  market  valuee  are  doinc  to  medicine.  Atlantic  SMMthly,    269,  Ifer.  1992: 
99-102, 106-106. 

The  former  editor  in  chief  of  the  New  KngUnd  Journal  of  Uedidne  fears  that  his 
profeeeion  has  lost  its  ethicsl  way.  Doctors,  he  argues,  are  not,  and  should  not  be, 
businessmen,  and  yet  financial  and  technological  pressures  are  forcing  mora  and  mora 
of  them  to  set  like  bustnessmsn,  with  deleterious  coosequeoees  for  patients  and  for 
aodaty  as  a  whole." 
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flalwtiiift.  FMok. 

VMdon  wotfr  wm  bMlth  nlim  pUe*  tMhiK)k)C3r  oo         HofpiUK    M»  Nov.  6. 
1902:34,96,38. 

"HMltb  can  Ttodon  tr«  kMnfy  vmn  tUt  th*  r«foni  propoMk  btinf  IkMtod  in 
WMhiQitoQ  and  in  vUte  capitek  will  balp  datanaina  thair  buaintaa  pntpaeta  waU  into 
tba  nast  aantuxy.  Aaaoof  tha  cort  qmatiooa  ara  tboaa  wiofaminf  fchnotocr  dURiaioo 
andmarkatinc.  Ara  waMbaahheafacooauatraapaodinctooMuehMOoqrand 
aoar|ydaTak>pu4Eandaequirinc«balatatthaahhcaratadinolo^  Wboaootrola 

Sefawarts,  WiUiam  B.  Aaron,  Haoiy  J. 

Muat  wa  ration  haalth  cara?  Baat*a  rariaw,  lUWhaalth/inauraaea  adition,    91,  Jan. 
1991:  37,39^1. 

*Tba  Unitad  Stataa  ia  runninf  out  of  wiqra  to  painlaai^  oflSiat  tha  unralantiD( 
incraaaa  in  haalth  cara  ooata.  Daniat  ofbanafita  to  artn  affiuant  paraona  maj  baeoma 
eoauMO  in  tha  yaara  ahaad," 

Sbalton,  Jack  K.  Janoai,  Julia  Mann. 

Unhaaltlsy  baalth  cara  coate.  Journal  of  madidna  and  philoaopby,    17, 1992:  7-19. 

"Tha  priTaU  iactor  haa  impIaoMntad  many  coat  contammant  maaAiraa  in  afiforta 
to  control  riaing  baalth  cara  coata.  Howavar,  thaaa  maaauraa  hava  not  controUad  coata 
in  tha  lonf  run,  and  can  ba  aipactad  not  to  auccaad  aa  lonf  aa  buainaaa  cannot  control 
lactora  within  tha  health  cara  ayatam  which  aTaet  coata.  Controltinf  prtvaU  aactor 
health  cara  coaU  raquiraa  conatrainta  on  coat  ahiftinf  which  nacaaaitataa  a  unified 
financing  ^tam  with  azpanditura  Umita.  A  unified  financing  ayaUm  will  inToIva  a 
partnarahip  batwaan  tha  public  and  priTate  aactota.' 

Stauaria,  Gana. 

How  bouaaholda  pay  for  health  cara.  Tax  notaa,    54,  Mar.  9, 1992: 1287-1288. 

If  baalth  reform  ia  aver  to  take  place  in  tbia  country,  bouaaholda  will  have  to 
become  much  more  educated  about  how  tha  baalth  market  worka.  One  reaaon  tbat  it 
ia  eo  difficult  to  reform  tbia  market,  aa  wall  ae  to  fK  baalth  coaU  under  vvin^^l,  ie  that 
bouaaholda  have  been  made  ignorant  of  the  coate  of  baalth  cara.  Tbcy  ha^  almoat  no 
idea  of  how  much  they  ara  paying  indirectly  throu^  tazaa,  lower  caeb  wagia,  and 
other  meana.' 

U.S.  Congraaa.  Houee.  Committee  on  Energy  and  Commerce.  Subcommittee  on 
Commerce,  Conaumer  Protection,  and  CompetitiTen^. 

Rieing  coat  of  health  inauranca  and  UjS.  competitiveneea.  Hearing,  102nd  Congreae, 
2nd  aeeaion.  Fab.  5, 1992.  Waahington,  OP.O.,  1992.  73  p. 
•Serial  no.  102-lir 


Rieing  coat  of  private  bealtfa  inauranca.  Hearing,  102nd  Cocgraae,  let  eeeeion. 
Apr.  30, 1991.  Waahington,  G.P.O.,  1991.  113  p. 
"Serial  no.  102-0' 


Riting  coet  of  private  health  inauranca:  administrative  axpenaee.  Hearing,  102nd 
Congraaa,  2nd  aeeaion.  Feb.  20, 1992.  Waahington,  GP.O.,  1992.  170  p. 
"Serial  no.  102-119- 

VS.  Congraaa.  Houae.  Committee  on  Energy  and  Commerce.  Subcommittee  on  Overal^t 
and  Invaetigationa. 

Health  cara  firaud  and  waata  (Parte  1-2).  Hearing.  102nd  Congrcja,      and  2nd 
aeeaiona.  Oct.  10, 1991.Mar.  18, 1992.  Waahington,  GP.O.,  199^*.  ?*t.  (216, 109  p.) 
Serial  noa.  102-107  and  102-134. 

UjS.  Congreea.  Houee.  Select  &)mmittae  on  Aging. 

The  high  coat  of  preecription  drup.  Hearing,  lOlet  C^ngraee,  2nd  eeeeion.  May  18, 
1990.  Waahington,  GP.O.,  1990.  48  p. 
Hearing  held  in  Baltintora,  Maryland. 
•Comm.  pub.  no.  101-769.' 
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MMioo.  Urn.  as.  19M.  WMhiiictao,  QJ^X)^  19M.  IIS  p. 
-Comm.  pub.  ao.  101-TM* 

VS.  Contnm.  Houm.  Mwt  CoMMittM  on  Afiag.  SuiwoMBittM  oo  HMhh  mm! 
Loof'TirM  Cm*. 

SoMiDf  h<«hfaeo<tt;  wtyourMidicritUkM^iohiA.  TTiMini-  lOMCoomM.  2nd 
MMiott.  Aii(.Sl,19iI.  WMliiiicliHi,Q.P.0^19M.  lilp. 

HMriaf  btU  itt  Ifouafc  LmimI.  N J. 

-Comm.  pub.  sw.  lOMOar 

UMlafiM  fiabUHj  iMiraiM,  «KeMM 

OTWiiiayiotM  and  nm IroXMwH  cf  illn  and  cooditiooo,  Uhot  and  mppiy  cooU, 

adminiotrativ*  burdMM,  ud  oooflUMor  Mpocia*^ 
inrrtaM  J  coate. 

U£.  Concraaa.  Houaa.  Saiact  CoMBittaa  on  Asmg.  SubeoMiiiittaa  on  Houiinf  and 
CooauMar  Intacaats. 

Haalthea«afhUMl:proC*etinfyouiaaiffrQnui^aalMpracti^  Haaring;  102od 
Coocr*ao,2Ddaaaaiaii.  Sapi.  2S,  IMSL  WMhrngtoo,  GP.O^  1993.  77  p. 
Haarinf  hald  in  Fainriaw  Hai|M*i  TL. 

XkwwL  pub.  no.  102-90r 


Praacriptioa  drup:  ia  than  a  cura  for  tba  eoaCa?  Haarinf;  102od  Coofraaa.  2i>d 
•aaaion.  Jan.  16, 1992.  Waahinfton,  QP.O.,  1993.  74  p. 

Haarinf  bald  in  Vaneouvar,  WMh. 

"Comm.  pub.  no.  109-901' 

Uil.  CoDfraaa.  Joint  Eeoooaie  Comnutta*. 

RiMng  haalth  eara  coa«»:  am  tfaqr  raaUjr  iMidnff  it  hardar  for  U.S.  firm  to  eompaU? 
Haarinf.  lOlat  Cofx^raaap  9bad  aaoaiott.  Uaj  23, 1990.  Waahinfton,  Qf.On  1990. 
ia<p.  (Haarinf  SwMta>  lOlat  Coograaa,  2Dd  tmm^n,  8 Jlrf .  101-900) 

VB.  Coofraaa.  Joint  Eeonoaaic  Commtttaa.  Subeommittaa  on  EducatioQ  and  Haalth. 

Haalth-cara  rafonn:  how  to  puah  laaa  papar  and  traat  moN  patianto.  Haarin«^  102Dd 
Coo^aaa,  2nd  aaaaioo.  Waahinfton,  GP.O.,  1992.  7S6  p.  CHaarinM,  102Dd  CooMa. 
2nd  aaaoion.S.Htc.  102-773) 

Haaringi  hoad  Oct  2-Dae.  9, 1991. 

U^.  Confraaa.  SanaU.  Cmnmittaa  on  Finanea. 

ComprahanaiTa  haalth  cara  raform  and  coat  containnant  Haarinfi,  102Dd  CoofraM, 
2od  aaaaioD.  May  «^una  18, 1992,  WMbinftoo,  GP.O.,  1992.  Parta  1-2.  2  r.  (442, 
603  p.)  (Haarinf;  Sanata,  102nd  Coocraaa,  2nd  aaaakm,  S.  Hrf .  102663,  Pts.  1-2) 

U3.  Confraoa.  Sonata.  C>Tanaiittaa  on  Finanea.  SubooMauttaa  on  ICadicaia  and 
Lonf-Tarai  Cara. 

Madical  malpcactioa  liability.  Haarinf,  102nd  Con^aaa.  lat  aaaaion.  Oct  IS,  1991. 
Waabinftoo,  GP.O.,  1992.  231  p.  (Haarinf,  Sanata,  102nd  Confraaa,  2od  aaaaion.  S. 
Hrf.  102W) 

VS.  C^D^raaa.  Sanata.  Salact  Committaa  on  Afiof . 

Tba  affacta  of  aaralatipf  dreg  eoata  oo  tha  aldariy.  Haarinf,  102nd  Congraaa,  2nd 
aaaaioo.  Apr.  22, 1992.  Waahinftoo,  OP.O.,  1992.  113  p.  (Haarinf,  Sanata,  102nd 
Coi'fraaa,  2nd  aaaaioo,  S.  Hrg.  102-787) 
*3arial  ao.  102^21* 

Haarini^  bald  in  Ifaaon  and  Atlanta,  Ga. 


A  aUtua  raport:  aeeaaaibiUty  and  affordabiUty  of  praacription  drup  for  otdar  Americana 
(tndudM  a  diraetocy  of  phannaeautkal  manufacturar  indipnt  pa'^ant  pnmma). 
Waahirftoo,  QP.O.,  1992.  94  p.  (Print,  Sanata,  102nd  Coofraaa,  2nd  aaaakm, 
committaa  print,  S.  Pit.  102-100) 
-SarialDo.  102O" 

-Purpoaa  ofthia  raport  ia  to  updaU  tba  Coofrtap  and  tba  Amarican  paopla  about 
tba  impMt  of  riaiag  diug  eoaM  on  oldar  AMvkaiM,  aad  analyaa  tba  oKtaot  to  which 
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public  and  priv«U  in«irM»e«  proframi  nMt  tlw  nMd  of  proiriduif  drup  to  thk 
population  group.* 

VS.  ConmwioDal  Budfvt  Offic*. 

PniiMtioiM  of  NsttooAl  bMlth  «iptDdiitur«*.  Wa«bingtoii,  €3.0.*  1992. 

VS.  0«i«»lAc«ountuif  OfBc*. 

H«iith  izMursDo*:  cort  incrvMM  Utd  to  eov«r«ft  Umitation*  «nd  <ort  iluAiDr*  wpo" 
toeoDcrMHoiulrtquMter*.  )la(jr  S2, 1990.  WMiungtoD,  GAO.,  1990.  S4p. 
•GA0/HRD-9<^«,  B-230465r 

DiMuaMt  migor  btalth  cart  eoat^ttinf  maasurM  baing  adoptad     VS.  firma, 
.  iiKludinf  T*iuc«lbanafiuforainployaaa,dap«ndenta.orratiraat.  •SUta-mandatad 
baoeHta  and  ttoto  pranuum  taxaa  lall  primarily  on  tba  amallar  finna,  which  ara  unabla 
to  Mlf  inaura,*  aa  do  many  largar  firma. 


Health  inauranee:  vuhierablt  payers  loaa  billiona  to  fraud  and  abuac;  report  to  the 
chaimum,  Subcommittae  on  Human  Rewurcea  and  Intergovanuaental  Ralationa, 
Committaa  on  Government  Operationa,  Houee  of  RepreaanUtivaa.  May  7, 1992. 
Waehington,  GA.O.,  1992.  34  p. 
-GAO/HRD-92-69,  B-246412- 


Medical  malpractice:  data  on  elaime  needed  to  evaluate  health  centen*  insurance 
altaniativea;  report  to  the  fhairman,  Subcommittee  on  Labor,  Health  and  Human 
Senncea,  Education,  and  Related  Agenciea,  Committee  on  Appropriationa,  VS.  Senate. 
May  2, 1991.  Washington,  GA.O.,  1991.  13  p. 
■GAO/HRD-91-98,  B.242811" 

Com idera  the  malpractice  insurance  burden  for  Bureau  of  Health  Care  Delivery 
and  Asaiatance  grant  recipienU  who  operate  community  and  migrant  health  centers 
serving  tha  disadvantaged. 

Medicare:  milliona  in  disabled  beneficiary  expenditures  ehifted  to  emplojrers;  report  to 
congreasional  committeea.  Apr.  10, 1991.  Washington,  GA.O.,  1991.  42  p. 
•GAO/HRD-91-24,  8-239746" 

Studiea  the  cost  aavinffi  to  Medicare  and  the  effecU  on  employment  and  health 
insurance  coverage  of  disabled  beneficiartee  eincc  the  Omnibus  Budget  Reconciliation 
Act  of  1986  made  Medicare  the  secondary  paysr  for  medical  expenses  incurred  by 
certain  disabled  beneficiariea  covered  by  large  group  health  plans. 


U.S.  health  care  spending:  trends,  contributing  factors,  and  proposals  for  reform; 
report  to  the  chairman.  Committee  on  Ways  and  Means,  House  of  ReprasenUtivaa. 

June  10, 1991.  Washington,  GA.O.,  1991.  19  p. 
•GAO/HRI>-91-102,  B-243905" 

Finds  that  some  of  business  and  governments'  "piecemeal  cost-containment 
atrategiea  over  the  past  decade  . . .  failed;  others  achieved  limited  auceess  that 
reatrained  expenditures  for  only  one  payer  (for  example,  a  businesa  or  a  state).  This 
axperience  suggeau  that,  if  the  United  States  is  to  elow  the  rapid  pace  of  health  care 
spending  by  all  payers-public  and  privata-tba  nation  must  develop  a  comprehensive 
strategy  that  affects  the  entire  spectrum  of  health  care  payers  and  services.' 

US.  Institute  of  Medicine.  Committee  on  Utiliiation  Management  by  Third  Partiee. 
Controlling  coats  and  changing  patient  car*?:  the  role  of  utilisation  mana^ment. 
Washington,  National  Acadeiqy  Frees,  1969.  312  p. 

Focuses  on  the  pnvata  aector,  and  the  effectiveneas  of  this  new  system  of  bringing 
patienMevel  and  syatam-level  concerns  together  on  cutting  coaU. 

Waldo,  Daniel  R. 

Financing  health  care:  out  of  wboae  pocket?  Quarterly  review  of  aconomica  and 
buainass,  v.  30,  winter  1990: 101-113. 

"Health  expenditures  have  grown  steadily  in  the  United  Stetaa,  but  thou^  United 
Stataa  spending  ia  tba  highest  in  the  world,  it  maybe  as  &rout  of  line  as  ia  often 
taaumad.  However,  although  the  economy  U  capable  of  absorbing  an  increasing 
amount  of  health  care  without  reducing  other  consumption,  financing  mechanisms  are 
breaking  down.  That  part  of  Medicare  financed  through  peyroll  taxea  will  be  inaolvant 
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by  th«  yMv  200S;  tbt  Mt  of  Mtdkar*  awi  aU  of  IC«ik«d  adck  to  a  gr^^ 

dafidt.  And,  tha  fraa  Marfcat  faito  to  pr<mda  rational  loof-tam  flnanriny  of  toof-tona 

cara* 

Witkin,  Gordon. 

Haahh  eaia  fraud.  VS.  oawt  &  worid  raport,  t.  112,  Fab.  24, 1992: 34-38,  41^. 

Dataila  baaltli-cara  aeana  which  *ara  pvmiag  draaaatkaUy  biM«r,  boidar,  and 
nora  aophfaticatad,*  aa  *up  to  $00  bOlioo  i»  atolaa  aach  jraar  flrom  toasMgrm  and 
inaurara.* 

ZoUmftr,TmaUW. 

A  datarainatioo  of  iiMtitutiQoal  and  patiaot  Ution  affactiDf  uncompaoaatad  boapital 
cara.  Hoapital  haalth  aarrieca  adminktratioo,    96,  aunuaar  I99I:  243-256. 

niM  purpoaa  of  thk  artkU  i«  to  dttocmim  tha  affact  of  aalaetad  patiaitt  and 
boaptUi  diaractariatka  oo  tha  aiaount  of  variatioa  in  tha  aaMunt  of  tha  boapital 
charga  laft  unpaid.  Thaa  infonnatioa  can  ba  uaad  to  battar  aatabliah  atottafiaa  to 
minimiia  tha  amount  of  bad  debt  tapanaa  in  our  hogpitaU.  Whila  Um  bofpital  aarvas 
aa  an  important  aourea  of  cara  for  tha  BMdicalfy  indifmt,  aodaty  aaadi  to  deralop 
poUdaa  in  ordtr  to  provida  adtquato  wiaiptneation  to  boapitaU  that  dalivtr  auch  cara.* 


B.  OPTIONS  FOKCONTKOIXINO  COOTS 

Aaron,  H«nzy.  Schwarts,  William  B. 

Ratiomnc  haalth  car*:  tha  dioica  bafora  us.  Sdanea,    247,  Jan.  26, 1990: 
418-422. 

"Rapid  tacbnolocical  advanota  and  upward  praatura  on  wafta  of  hoapital 
paraonnal  ara  laadinf  to  a  attady  incriaii  in  fasaltb  cara  apandinf  that  ia 
abaorbinf  an  aw>larfirfr«cti<»i  of  i^oai  national  product  yJimSt^Hw^ 
inafljcsanciM  in  tha  aya(«s  can  pcovidt  britf  fiaeal  laliaC  but  ratioaincof 
banafictal  aarvieaa,  avao  to  tha  waUnnturad,  offtra  tha  only  protpaet  for  auataintd 
raduction  in  tha  growth  of  baaltb  cara  apandinf.  Iba  Unitad  Stataa,  which  baa 
nagUgibla  diraet  axparianea  with  rationinft  can  laam  about  dioicat  it  will  laca 
from      axparianca  of  QrMt  Britain  wfatrt  haalth  rw  bat  baan  ratiooad 
ozplKitiy  for  maqy  yaan.* 

Aaron,  Hanry  J.  Schwarts,  William  B 

Manaftd  oompatitiott:  Uttla  coat  eootainmant  without  budget  Uouta.  HMlthaffiiira, 
ipadal  aupplaiaant  1993: 204-21&. 

"TbaiiffatBuxof  thtaa  twoapproacbiatocoateootxol  ia  atill  unkown  and  ia  Ukafy 
to  Taty  within  tha  Unitad  Stataa  dapandsng  on  local  conditiona.  Tlkarafora,  tha  fadaral 
fovammant  should  att  tarftU  for  haalth  cara  apaodtnc  but  laava  oonridarabla  latituda 
to  tha  atataa  on  bow  to  iMat  thoaa  tarftta.* 

Altman,  Stuart  H.  Cohan,  Alan  B. 

Tha  Naad  for  a  Natiooal  global  budgM.  Haalth  aflaira,  apadal  auppiaeaant  1993: 194- 
203. 

In  this  papar  wa  firat  diacuaa  why  coat  eootrol  ia  ao  critical  to  tha  kmg-tam 
haalth  of  tha  Amarican  haalth  cara  ajatam.  Nasi  wa  outlina  tha  wqor  iaauaa  and 
quaationa  that  muat  ba  addraaaaJ  in  daaigning  and  taiplaoMnting  global  budfrta  (or 
aapanditura  liauta).  Wa  eooduda  with  a  dianiaaioo  of  how  aipanditura  Umita  ba 
uaad  in  coocatt  with  nanafid  ooaapatitton  modak  to  addraaa  tha  orartiding  coat  ia^ 

Andaraon,  Garard  F. 

All-payar  rafaaaHing  down  but  not  out  Haalth  eaca  financing,  1991  annual:  36-U. 

In  tha  Unitad  Statoa,  whan  tha  eoai«OQtaittMaat  pwftdi^  aUftad  frmn 
ragulatioQ  to  coiapatioo,  all-payw  hoapital  raliiaitiiif  want  out  of  fimx....author 
condudaa  that  all^paiyar  rataaatting  ia  abb  to  maat  ita  Muhipk  olfiae^^ 
coatainmant,raduct»ooof  thaamouaiofeoatahifting;i»prniaraai>tof  aeeaaatotha 
uninaurad,  and  incraaaad  productivity.  At  tha  aaaaa  tima,  aU-payar  rstaaatting  baa  not 
atiiUd  tha  diflbaioo  of  aqy  tapaet  on  iangth  of  ataj,  ^aiiaaioiM,  aod  quality  of  cara  ia 
amaUfifitanataatall.* 
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Bftck.  KeUi  D. 

lUtiooing  health  car«:  naturally  uryust?  Hamlinc  journal  of  public  law  and 
poUcy,  V.  112,  fall  1991:  246-257. 

The  problems  of  cacalatinf  health  care  cotU  and  declining  acceat  to  health 
car*  Mrvicaa  demand  attention.  Health  care  rationing  ia  a  macbaniam  that  could 
addreea  both.  Thie  paper  aenrea  to  illuetrata  that  rationing  ia  a  flexible  tool  and 
could  ba  a4j\iatad  in  aoma  form  to  be  uaed  in  the  United  SUtaa,  Rationing  ia  alao 
a  fairty  radical  etap  towardi  controlling  our  problena.  A  radical  aUp  muy  ba 
needed.  For  thoae  appalled  by  the  thouf^t  of  denying  health  care  to  tboae  who 
need  it,  perbape  the  threat  of  rationing  will  aerv*  ae  an  impetus  to  And  other 
solutions." 

Bacon,  Jeremy. 

Ambulatory  health  care:  a  growing  concern.  Businees  &  health  special  report, 
1991:  lft.22. 

"Successful  efTorts  over  the  past  few  years  to  bring  hospitalization  costs 
under  control  ban  led  to  an  increase  in  outpatient  care,  and  to  xoMjOT  increases  in 
costs  for  such  treatment" 

Baker,  Laurence  C.  Cantor,  Joel  C. 

Physician  statisfaction  under  managed  care.  Health  affairs,  special  eupplement  1993: 
26ft.270. 

"Overall,  managed  care  does  not  seem  to  have  had  the  deleterious  impact  on 
medical  practice  that  was  forecast  for  it." 

Battagjtola,  Monica. 

Labor  makes  strides  in  health  care  cost  containment  Businass  &  health,  v.  10, 
Aug.  1992:  38,  4<ML 

"An  incraasin^y  common  situation  ...  is  one  in  which  labor  and 
management  woric  together  to  contain  health  care  coets.  In  instances  where  a 
level  of  trust  has  been  attained,  labor/management  teams  have  joined  ranks  away 
from  the  bargsining  table  to  pressure  insurers  to  reduce  premiums,  tackle 
prescription  drug  costs,  and  Hod  better  ways  to  reduce  utilisation." 

Baum,  Laurie. 

Health  care  under  the  knife.  Business  month,  v.  134,  Aug.  1989:  54^7. 

"As  medical  costs  swell,  companies  are  looking  for  creative  solutions.  Seven 
sawy  managers  tell  how  they  ar«  whipping  inflation  now." 

Barman,  Howard  J.  Klein,  David. 

Pieces  of  the  puxzl'^:  steps  toward  affordabls  health  care.  Hocpital  &  health  services 
administration,  v.  32,  spring  1992:  3-11. 

Racommend/(  "cbans^ng  the  most  commonly  held  health  inaurance  product  to  a 
plan  with  hig^-dcductible  deaigo,  and  reinstituting  community-baaed  haalth  planning." 

Betley,  Charles. 

The  evolution  of  alternative  health  care  delivery  systems.  Washington,  Employse 
Benefit  Research  Institute,  1989.  16  p.  (EBRI  issue  brief,  no.  93) 

Identifies  alternative  health  care  delivery  systems,  including  managed  cart,  HMOs, 
and  PPOs.  Discusses  public  poliq^  issues. 

Brenneman,  David  L. 

New  RX  to  cure  health  care  cost  increases.  Psnsion  world,  v.  25,  Nov.  1989:  12-14, 16. 
Bryant,  Meg. 

The  benefiU  of  alternative  care.  Busineea  &  health,  v.  9,  D*c.  1991:  67-68, 60. 

"Caring  for  patienU  in  aettin^  other  then  hospitals  can  lead  to  quicker  recoveries 
and  lower  coata." 

Butler,  Stuart  M. 

Containing  health  cosU  in  a  consumer-baaed  model.  Haalth  care  financing  review, 

1991,  suppl.:  21-25. 

The  assumption  that  consumsr  choice  cannot  be  uaed  to  achieve  cost  control  in 
health  care  is  invalid.  It  does  not  do  so  today  because  the  tax  treatment  of  health  care 
leads  to  perverse  consumer  incentives  that  encourage  cost  aaealation.  By  reforming  the 
tax  treatment  of  insuranca  and  out^f-pocket  medjeal  eosU,  it  is  possible  to  design  an 
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•ffidtnt  umI  UDivwMl  •jrvUm  in  which  oooMinMr  choice  it  a  powerful  rMtnint  od 
Callahtn,  Duiiel. 

RatioDiof  iMdicd  profTtM:  wtj  to  affbrdabW  badth  NnrEnfUndjouroal  of 
DMdictM,  T.  322,  Jun*  21, 1990: 1810-1815. 

ArgUM  ti  at  tba  ifaiaanrt  for  autoooay  and  cboiea,  ai  wall  ai  for  hi(lH|uaIity 
care,  raprtaeDta  vahMa  that  can  ba  ecakd  badi  oonaidartbly  without  a  Mriouc  Iom  in 

actual  health  Tliare  ia  a  «iii«;«i«hiwg  aodal  return  from  attempta  to  make  health 

care  a  eource  of  expanrtinf  profit  and  pereooal  enrichment'  A  companion  article,  'A^e 
ae  a  criterion  for  ratiooinf  health  care,*  hy  Norman  Lerineky,  r^jecte  the  uae  of  the 
eldetrly  ae  a  focue  for  propoeale  to  ration  care  or  to  reduce  eoete. 


SymboU,  rationality,  and  juetice:  rationinf  health  care.  American  journal  of  law  ft 
medicine,  t.  18,  noe.  1-2,  1992: 1-13. 

"Propoeale  to  ration  health  care  in  the  United  Statee  meet  a  number  of  obiectione, 
tymboUc  and  literal.  Nonetheleta,  an  acceptance  of  the  idea  of  rationinf  ie  a  neceetery 
firet  etep  toward  univvraal  health  ineurance.  It  muet  be  understood  that  uniTtnal 
health  care  requiree  an  acceptance  of  rationing  and  that  eucb  an  acceptance  muet 
precede  enactment  of  a  profram,  if  it  ie  to  be  economically  eound  and  politically 
feaeible.  Ck>mmentatoni  have  argued  that  reform  of  the  health  care  eyatMn  ehould 
come  before  ai^  effort  to  ration.  On  the  eontxaiy,  rationing  and  raform  cannot  b« 
leparated.  The  former  ie  the  key  to  the  latter,  just  ae  rationinf  ie  the  key  to  univenal 
health  ineurance.* 

Cotton,  Paul. 

Clinton  tinkera  with  health  qntem  status  quo.:  critics  eeek  to  pick  apart  managed 
competition.  JAUA  [Journal  of  the  American  Uedical  Aeeodation],  t.  269,  Mar.  10, 
1993: 1229-1230, 1232. 

Reporta  Clinton'e  atatemente  and  the  "mountinf  criticism*  of  managed 
competition  as  a  currantly-prop  riaed  reform  pUn. 

Custer,  Williem. 

Ratiooiox:  reeouree  allocation  in  the  current  health  care  delivery  system.  Washington, 
Employee  Benefit  Raeearch  Institute,  1992.  30  p.  (EBRI  issue  brief;  no.  131) 

Ei^loree  *wfaat  differenoee  exist  in  the  utilization  of  health  care  eenricas  and  who 
makes  the  dedsions  that  creats  theee  diffenncee.  It  finde  that  similar  people  are  given 
different  treatmente  ae  a  result  of  decisions  made  by  others.*  Since  we  thus  already 
have  eome  rationing;  current  debate  'ehould  focus  on  the  mechanim  for  allocating 
health  care  reeourcee  and  the  tenaioo  b  jtwaen  individual  decision  making  and  social 
ol^ectivee.* 

Davie,  Uiehele. 

Why  global  spending  cape  won't  help  the  health  care  syetom.  Waehington,  Citiseos  for 
a  Sound  Econoi^y  Foundation,  1993.  5  p. 

Argues  that  fixed  health  cara  spending  caps  an  incompatible  with  quality  care, 
compstition  and  individual  consumer  choice.*  To  control  raets,  "patients  must  evaluats 
servieas,  at  least  in  part,  on  the  basis  of  price.* 

Dentaer,  Susan. 

Exceeaive  elaima:  the  health-cara  criaia.  Busineee  month,  v.  135,  July  1990:  62, 54-66, 
S8, 60,63. 

Finds  that  industries  cannot  manafs  their  health  cara  benefite  to  reduce  costs; 
"thm  most  discouraging  news  is  that  moat  of  the  ooat-eontainmant  Cads  introduced  in 
recent  yean  hava  been  a  bust*  SeaemenafMi  can  ae  the  strategy  of  th^  1990s,  while 
oorporatione  continue  to  pueh  for  reforms  in  health  ineurance  and  health  can. 

Dixon,  LIpjrd.  Hoaek,  Susan.  Blake,  Daiiene. 

Utilisation  and  ooate  in  the  CHAMPUS  Reform  Initiativa:  pnliminaxy  reeults  for 
April-Saptember  1969.  SanU  Uoniea,  Calif.,  Rand  Corporation,  1991.  61  p.  (A  RAND 
Note.  N-32i3.HA) 

Hue  Noto  preeanto  interim  raaulto  tnm  an  evaluation  of  the  CHAMPUS  Reform 
Initiativa  (CRD,  which  was  tnpleaentad  in  Auguet  1968  throughout  California  and 
Hawau  to  demonatrate  a^ior  rafaoM  of  the  mUitary  health  can  system' 
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EeoDOxnic  implicatioDi  of  rinoj;  beslth  esrt  eotte.  WMhiogton,  CongraMtoDal  Budftt 
Ofitk*,  1992.  63  p. 

EauniiMe  how  the  cosU  aftict  worktn,  •luplpyvr*,  tod  F«d«r«l,  SUte,  and  IocaI 
govamments.  Rtportt  on  eauMt  for  nftpid  incraMM  in  coiU  and  th»  UMfTidaDciM  of 
hMlth  eart  aarkats. 

EUwood,  Paul  M.  Enthoran,  Alain  C.  £th«r«in>I^' 

Tba  Jadtton  Hole  initiativa  for  a  twanty-Drit  cantury  Aiaarican  haalth  eara  ayrtam. 
Haalth  «conoimca,    1,  1992:  li^SB. 

Thia  atrategy  raquiraa  fiir-r«aching  chan^Ba  in  the  health  ^yatem'a  information, 
inatitutiona,  incentivaa  and  regulation^  well  aa  baaic  health  inaurance  coverage  for 
all  dtizena.  It  ia  a  blueprint  for  both  private  and  public  aactor  actiona.' 

Emanuel,  Exeluel. 

The  preacription:  a  primer  on  health  care  reform.  Naw  republic,  v.  206,  June  1, 1992: 
21-22, 24, 26. 

Seta  forth  rulea  for  reform.  'Any  program  to  expand  acceaa  to  health  care  muat  be 

linked  to  coat  control  One-time  coat  eavinffi  achemea  will  not  aubetitute  for 

controlling  health  care  inflation  Coat  controli  mean  containing  inflation  and 

limiting  the  uae  of  technology  An  independent  board  ahould  have  authority  to 

impoae  a  national  health  care  budget.*  Prefera  a  community-baaed  voucher  plan. 

Enthoven,  Alan  C. 

A  Cure  for  health  coeU.  World  monitor,  v.  6,  Apr.  1992:  34,  36-39. 

The  world's  biggeat  economy  paya  too  much  for  health  care- and  jeta  too  little.  A 
management  expert  offera  thia  naw  blueprint  for  reform.* 


The  History  and  principle*  of  managed  competition.  Health  affaira,  apecial  supplement 
1993:  2A-64. 

"Managed  competition  is  based  on  comprehensive  care  organizations  that  integrate 
financing  and  delivery.  Prosp<;cta  for  its  auccesa  are  baaed  on  the  succeea  and  potential 
of  a  number  of  hi  ^-quality,  cost-effective,  organized  systems  of  care  already  in 
existence,  especially  prepaid  group  practicea.  Aa  it  ia  outlined  here,  managed 
competition  aa  a  means  to  reform  the  UjS.  health  care  ^stem  ia  compatible  with 
Americana'  preferencea  for  pluraliam,  individual  choice  and  reaponaibility,  and 
univeraal  coverage.' 

Faltermayer,  Edmund. 

Strong  medicine  for  health  coaU.  Fortune,     121,  Apr.  23,  1990:  221,  224,  226,  228, 
230. 

In  Cigna'a  ^atem,  known  aa  the  open  HMO,  or  point-of-aervice  system,  patienta 
are  also  free  to  go  outside  the  HMO  whenever  they  need  care.  In  that  case,  the  plan 
atiU  pays,  but  only  80  cents  on  the  dollar  and  only  after  the  year'a  expenses  exceed  a 
fairly  atiff  deductible.  This  feature  attracU  thoee  who  mi^t  otherwise  reject  being 
locked  into  a  limited  network  of  doctors  and  hospitals.' 

Fielding,  Jonathan  E.   Rice,  Thomas. 

Can  managed  competition  solve  the  problema  of  market  failure?  Health  affairs,  special 
supplement  1993:  216-228. 

Thia  Commentary  ia  not  intended  to  provide  a  thorou^  evaluation  of  managed 
competition.  Rather,  it  deala  with  the  topic  only  insofar  aa  managed  competition  can 
or  cannot  aolve  problems  of  market  failure  in  the  health  care  system.  There  are  many 
other  important  aspecta  of  managed  competition,  auch  aa  riak  adjtutment,  whether 
managed  competition  can  work  in  rural  areaa,  and  ao  forth,  which  we  addreaa  only  in 
passing.' 

Ginsburg,  Paul  B.   Thorpe,  Kenneth  E. 

Can  all-payer  rate  setting  and  the  competitive  atratogy  eoaxiat?  Haalth  affairs,  v.  11, 
summer  1992:  73-86. 

In  conclusion,  we  do  fK>t  believe  the  nation  haa  to  choose  between  all-payer  rate 
aatting  and  the  competitive  strategy.  The  two  are  sufficiently  compatible  that  both 
can  be  pursued,  with  the  combination  potentially  a  permanent  one.  The  more 
successful  competitive  plans  are,  the  smaller  the  portion  of  the  health  care  ayatem  to 
which  all-payer  rate  aetting  would  apply. 


507 


Goodman,  John  C.  Muagnive,  Gerald  L. 

How  to  solve  th«  health  care  criaia.  Cooaumora'  reeearch,  v.  75,  Mar.  1992:  lO'l^,  35. 

Racommenda  creation  of  individual  or  fanuly  *Mediaave  accounta*  Aaaerta  theaa 
would  lower  the  coat  of  health  inaurance  and  the  adminiatrative  and  other  coata  of 
health  care;  wotild  rector*  the  doctor-patient  relationahip;  would  fyn  patianta  more 
control  over  inaured  aervicaa;  would  eryoy  advantagea  of  a  competitive  medical 
toarketpUce,  and  would  expand  benafita  of  aelf  ineurance  or  option*  for  health 
inaurance  during  retirement 

Health  care  coat  containment  By  Karen  Da  via  et  al.  Baltimore,  Johna  Hopkina  Univeraity 
Preea,  1990.  266  p.  (Johns  Hopkina  ftudiea  in  health  care  finance  and  administration; 

no.  3) 

Health  infonnaUon  systems.  Hospitals,  v.  67,  Feb.  20, 1993:  26.29,  31-32,  36-38,  40. 

Partial  contents.-HoIding  networks  together:  shared  information  will  glue  for 
reformed  health  systems,  by  Kevin  Lumsdon. -Military  maneuvers:  DoD  moves  ahead 
ycith  integrated  clinical  records,  by  Terese  Hudson.-Infrastructure  is  path  to  IS 
growth.-HELP  on  the  way:  clinical  system  lays  framework  for  CPR,-Thc  real  thing: 
future  information  needs  will  require  'true'  hospital  CIOs,  by  Rob  Hard. 

Hoy,  Elizabeth  W. 

Insurer-sponsored  managed  health  care:  1990.  Washington,  Health  Insurance 
Association  of  America,  1991.  26  p. 

The  dynamic  growth  in  managed  care  plans  -  and  in  the  associated  techniques  for 
monitoring  and  evaluating  care  -  manifests  the  industry's  continued  search  for 
solutions  to  the  problem  or  rising  health  care  costs  as  well  as  its  commitment  to 
quality  care  for  consumers." 

Jencks,  Stephen  P.   Schreber,  George  J. 

Containing  U.S.  health  care  costs:  what  bullet  to  bite?  Health  care  financing  review, 
1991  suppL:  1-12. 

"In  this  article,  the  authors  provide  an  overview  of  the  problem  of  health  care  cost 
containment.  Both  the  growth  of  health  care  spending  and  its  underlying  causes  are 
discussed.  Further,  the  authors  define  cost  containment,  provide  a  framework  for 
describing  cost-containment  strategies,  and  describe  the  migor  cost-containment 
strategies.  Finally,  the  role  of  research  in  choosing  such  a  strategy  for  the  United 
States  is  examined." 

Jones,  Stanley  B. 

Multiple  choice  health  insurance:  the  lessons  and  challenge  to  private  insurers. 
Inquiry  (San  Francisco),  v.  27,  summer  1990:  161-166. 

Discovers  that  "while  group  and  staff  model  HMOs  contain  costs,  few  have  cut 
employers*  costs  in  multiple  choice  health  plans,  and  group  and  staff  model  HMOs* 
capacity  to  contain  costs  has  not  been  matched  by  insurers*  managed  care  plans. 
Three  options  for  insurers  and  HMOs  to  offer  employers  are  outlined." 

Kalb,  Paul  E. 

Controlling  health  care  costs  by  controMing  technology:  a  private  contractual  approach. 
Yale  law  journal,  v.  99.  Mar.  1990:  1109-1126. 

This  Note  proposes  a  private  sector  coet-containment  initiative  that  emphasizes 
controlling  the  use  of  medical  technologies  as  a  means  of  controlling  health  care  costs 
and  analyzes  the  legal  implications  of  such  an  initiative." 

Koska,  Mary  T. 

Physician  groups  plan  on  being  major  factor  in  reform  debate.  Hospitals,  v.  66, 
Aug.  20,  1992:  30,  32,  34. 

Explains  objectir^ns  of  the  American  Medical  Association  to  the  American  Hospital 
Association's  health  care  reform  proposal,  based  primarily  on  its  support  for  capitated 
payment  to  providers  and  emphasis  on  managed  care.  Reports  plans  being  proposed  by 
the  American  Society  of  Internal  Medicine  and  by  other  State  or  specialty  medical 
societies,  as  well  as  results  of  a  survey  of  physician  opinion  on  reform." 

Kronick,  Richard. 

The  marketplace  in  health  care  reform:  the  demographic  limitations  of  managed 
competition.  New  England  journal  of  medicine,  v,  328,  Jan.  14,  1993:  148-162. 

"In  sparsely  populated  areas  where  relatively  few  providers  are  required, ...  it  is 
not  feasible  to  divide  the  provider  community  into  competing  groups  ....  Demo- 
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Snipbic  featurw  ofbMlth  markita  in  th«  United  SUtM  (an  «x«iiuo«d]  to  what 
proportion  of  th«  population  Utm  in  stmi  that  mi^t  auocaMfully  aupport  mana^ad 

compatitioo  Smaller  metropolitan  areaa  and  rural  areaa  would  raquira  aitamatiTt 

forma  of  organisatioo  and  rtfulation  of  baahh  cara  providara  to  inqnrova  quality  and 
•conomgr.* 

Tha  Law  and  poUgr  of  baalth  cara  rationinf:  modaU  and  accountability.  Unimaity  of 
PannaytTania  law  rariew,    140,  &<ay  1992:  whola  iatua  (1606-2096  p.) 

Exploraa  *tba  concept  of  rationinf  amidat  the  preaatng  and  contradictory  problema 
praaantad  by  the  larfa  number  of  individuala  without  adequate  health  inaurance  and 
the  rapidly  riatnfcoata  of  health  cara.  While  propoaala  to  chanfi  our  health  care 
^tam  are  abundant,  tfaorou^^  analyaea  of  the  underlying  ieiuee  are  not,  particularly 
among  elected  offidala.* 

Long,  Stephen  H.  Rodgera,  Jack. 

PertpectiTe:  managed  competion  eatimatea  for  poU^  making.  Health  aCTain,  apeoal 
eupplement  1993:  243-247. 

Luthane,  Fred.  Davia,  Elaine. 

The  healthcare  coat  crieia:  cauaee  and  containment.  Penonnel,  v.  67,  Feb.  1990:  24-29, 
31. 

'Am  the  healthcare  coat  criaia  continuea>  HR  profeaeionale  will  take  on  a  new  role: 
being  tl^  watchdog  for  managed  care.  The  performance  of  the  managed  care  providera 
and  the  Umitationa  that  the  company  benefita  atructure  impoaee  muat  be  watched 
doeely  to  prerent  malpraetiee  auita  againet  the  company.  HR  profeeeionaU  xoMy  be 
charged  with  the  diQicult~if  not  impoeatble-taak  of  balancing  the  need  to  reduce  coata 
againat  the  importance  of  providing  quality  care.' 

Managed  care.  Employee  benefit  plan  review,  v.  47,  Mar.  1993:  66-60,  62-69. 

"Begina  with  a  look  at  varioua  mani^ed  care  vehicIea~HMOa,  preferred  provider 
organisationa,  and  point^of^eervice  plana.  The  role  of  managed  care  in  govemment*run 
health  programa  alco  ia  included,  followed  by  the  uae  of  managed  care  for  apeciflc  typea 
of  health  benefita.' 

Managed  care  in  the  1990a:  providera*  new  role  for  innovative  health  deUvety.  Hoapitala, 
v.  66,  Mar.  20, 1992:  26^  34. 

"Hoapitala,  pbyaiciana  and  emplc^ra  are  embracing  fundamental  managed  care 
principlea  like  utilisation  management  And  tbeee  three  partiea  are  looking  bQrond 
•uch  elementally  devieea  to  the  next  generation  of  managed  care:  Integrating  fixumoe, 
adminiatration  and  delivery.' 

Mendelaon,  Daniel  N.  Arnold,  Judith. 

Certificate  of  need  reviaited.  Spectrum,  v.  66,  winter  1993:  36-44. 

TUa  regulatory  review  proceae  requiring  certain  health  care  providera  to  obtain 
State  authoriiation  for  miyor  capital  expeodlturea  or  eervice  ezpanatona  is  aeen  aa 
potentially  effective  in  "tracking  and  controlling  the  apread  of  Cadlitiee  and  eervioea'  in 
the  future.  Characteriatica  of  aueeeaaful  State  CON  programa  are  identified. 

Newhouae,  Joaeph  P. 

An  Iconodaatic  view  of  health  coat  containment  Health  affaira,  epecial  eupplement 

1993: 162-171. 

'Calla  for  medical  care  coat  containment  are  all  around  ua  Effective  global 

budgeta  would  addreaa  the  rieing  opportunity  coata  of  health  care.  However,  they 
would  threaten  ongoing  innovation  and  probably  would  increaae  diatortiona  from 
pricing  etiora.' 

O'Connor,  Kathleen. 

Riilor  buainaaa:  HMOa  and  managed  care.  Buaineaa  ft  health,  v.  9,  June  1991:  30, 

32^. 

'Are  HMOa  doing  all  they  can  do  to  control  health  care  coata?  Or  are  they 
ei^(^ng  the  beat  of  both  worlda;  that  ia,  healthy  aubacribera  and  'equal  dotlaraT 

O'KaetTe,  Janet  E. 

Health  care  finandiig:  how  much  reform  ia  needed?  laauee  in  adence  and  technology, 
V.  8,  epring  1992:  42-49. 

Decriee  thet  "Preeident  Buah'e  plen  containa  no  meaningful  eystemwide  meaaurea 
to  contain  eoata  Ai^  meaningful  health  care  financing  reform  muat  addreaa  the 
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problem*  of  the  tminiured  and  the  underiojurtd,  and  mutt  tnctud*  ifiTdctivt 
cost-ooDUinmcDt  ftnUpM  for  the  fyttem  m  a  wbolt.' 

Om  Sut«'s  rMpoDM  to  the  malpractice  inaxirance  crisii:  North  Carolina's 

rura]  obatetrical  care  incentive  program.  Public  baalth  reporta,  t.  107,  Sept-Oct.  1992: 
623^29. 

*Tb«  program  and  how  ite  implementation  hae  maintained  or  increaaed  acceae  to 
obetetrical  care  in  participating  countiee  ara  deecribed  on  the  baaia  of  site  vieite  to  local 
health  departmenta  in  participating  counties  and  data  from  the  North  Carolina 
Division  of  Maternal  and  Child  Health.  The  program  is  of  significance  to  policy 
makers  nationwide  as  both  a  response  to  rising  malpractice  insurance  ratee  and 
reduced  acceae  to  obstetrical  care  in  rural  areas,  and  as  an  innovative,  nontraditional 
State  program  in  which  the  locus  of  decision  making  is  at  the  county  level." 

Perspectives:  design  issues  in  managed  competition.  Health  afiairs,  special  supplement 

1993:  87-137. 

Contents.-Where  should  the  buck  stop:  Federal  and  state  responsibilities  in 
health  care  flnancing  reform,  by  Richard  K7onick.-Beneflt  design  choices  under 
managed  competition,  by  Linda  A.  Beigthold.-Safeguarding  quality  in  managed  compe- 
tition, by  Alan  L.  Hillman,  William  R.  Greer,  and  Neil  Goldfarb.-Challenges  for 
managed  competition  from  chronic  illness,  by  Mark  Schlesinger  and  David  Mechanic. 

Perspectives:  health  insurance  purcfiasing  cooperatives.  Health  affairs,  special  supplement 
1993:  49-a6. 

Contents.-Who  should  govern  the  purchasing  cooperatives?  by  Walter  A. 
Zelman.-Design  of  health  insurance  purchasing  cooperatives,  by  Paul  Starr.-A 
Payment  method  for  health  insurance  cooperatives,  by  James  C.  Robinson.-Informing 
and  protecting  consumers  under  managed  competition,  hy  Shoshanna  Sofaer. 

Reagan,  Michael  D. 

Health  care  rationing  and  cost  containment  are  not  synonymous.  Policy  studies 
review,  v.  9,  winter  1990:  219-231. 

"Much  public  discussion  about  health  care  assumes,  explicitly  or  implicitly,  that 
only  by  denial  of  potentially  beneflcial  care  (called  'ratio ning*)  can  cost  containment  be 
achieved.  Hiis  piece  critically  examines  the  various  current  usages  of  'rationing,'  and 
argues  that  it  is  being  misapplied.  Further,  the  call  for  rationing  may  be  deflecting  us 
from  fruitful  exploration  of  non-rationing  alternatives  to  cost  control.  Two  of  these 
are  briefly  sketched  as  examples:  physician  fee  controls  and  practice  guidelines.' 

Reinhardt,  Uwe  E. 

Reorganizing  the  Hnancial  flows  in  American  health  care.  Health  afTairs,  special 
supplement  1993:  172-193. 

This  essay  emphasizes  the  funneling  of  money  into  the  insurance  fund.  It  is 
argued  inter  alia  that  American  business  has  been  a  quite  ureltable  partner  in  the 
HnanciDg  of  American  health  care  and  alto  a  nujor  cost  driver.  A  reformed  health 
»y»t€m  should  reduce  the  role  of  business  to  the  mere  collection  of  premiums  at  the 
nexus  of  payroll.' 

Relman,  Arnold  B. 

Controlling  costs  by  'managed  competition'-would  it  work?  New  England  journal  of 
medicine,  v.  328,  Jan.  14, 1993:  133-135. 

In  the  absence  of  some  limit  on  total  expenditures,  how  can  we  be  sure  it 
[managed  competition]  would  save  money  in  a  system  so  driven  by  expansive 
entrepreneurial  forces?  ....  No  practical  system  of  monitoring     public  agencies 
could  be  expected  to  ferret  out  all  the  subtle  ways  in  which  managed-care 
organizations,  controlled  by  third  parties  determined  to  show  a  proflt,  mig^t  stint  on 
services.'  Urges  putting 'the  responsibility  for  coat  and  quality  control  where  it 
belon0H-on  physicians  and  their  patients.* 

Rosko.  MicbasI  D. 

All-payer  rate-setting  and  the  provision  of  hospital  care  to  the  uninsured:  the  New 
Jers^  experience.  Journal  of  health  politics,  policy  and  law,  v.  15,  winter  1990: 


The  New  Jersey  all* payer  prospective  payment  compensates  hospitals  for  charity 
care  and  bad  debts.  This  study  examines  its  impact  on  the  provision  of  care  to  self  pay 
patients.' 
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RoTDcr,  Juli«. 

Doctor  bilU  an  XMXt  tczftt  for  co«t<ootrol  tffbrto,  CongrMiiooal  QuarUiiy  wMkiy 
rtport,  r.  47,  F«b.  36, 1989: 386-392. 

"PriTtte  Mctor  may  hay  to  U«d  CongrtM  in  fordof  xaajor  cbangM  in  fM-for- 

Sdtford,  Nancy. 

Htalth  proiDOtioo:  it»  rola  in  faaalth  cart.  Waahinctoo,  Employta  Btnafit  Bturth 
iMtituU,  1991.  $  p.  (EBBI  iMiM  bfiaC;  no.  UtO) 

'A  hmlti^  work  fbro*  can  SMan  lowtr  watkan*  companaation,  fawtr  clainu  for 
diMbili^  and  h«alth  iiUMtanm,  U«  turnover,  raducad  abMntaaian,  and  ineraaaed 
prodxictivi^."  Htalth  promoCioo  ia  vstgad  for  tha  public  poUqf  afanda  to  unprora 
baalth  and  to  raduea  eotto. 

Sb«ila,  John  F.  Liwin,  Lawranoo  S.  Hauffat,  Randall  A. 

Potantial  public  txptDditurM  undar  managMl  competioQ.  Healtn  ^Haira,  ipadal 
aupplttnant  1993:  229-242. 

*Tb«  autboca  attimato  a  net  incraati  of  $47.9  billion  in  1993  bMlth  apending 
under  a  manaffd  competition  program  with  low  patient  coet  abarinc.  Tim  includee 
eavingi  of  $4.6  billion  from  wider  uee  of  managed  cart  and  $11.2  billion  in 
adminiatrativa  oott  aavinfi.' 

Shoor,  RiU. 

Moving  health  cart  daU  electronically.  Bueineee  h  health,  v.  10,  Oct  1992:  38,  40. 


"Pilot  projecta  are  experimenting  with  electronic  data  interchange  and  cutting  the 
coeta  of  adminiatering  daimt  in  the  pro 

Simmom,  Henty  E.  Rhoadte,  Margaret  U.  Goldberg,  Mark  A. 

ComprebenaiTt  health  care  reform  and  managed  competition:  aounding  board. 
New  England  journal  of  medicine,  v.  327.  Nor.  19, 1992:  1625-1528. 

Deacribaa  the  National  LMderabip  Coalition  for  Health  Care  Reform'a 
propoaal  *to  craata  a  public-private  partnerabip'  to  improve  the  U^S.  health  care 
ayatem. 

Slomaki,  Anita  J. 

Groupa  dangle  big  aalariea-but  for  how  long.  Medical  economica.  v.  68.  Feb.  8. 1993: 
46-47,  61-62, 64. 

"Starting  pay  for  primaiy-care  doctora  keepa  climbing.  With  managed  care  and 
the  Feda  reatricting  raimburaemant,  thou(^  the  boom  timet  may  not  laat.* 

Smith,  Lee. 

A  cure  for  what  aila  medical  care.  Fortune,  v.  124,  July  1. 1991:  4449. 

'Call  it  the  American  diaeaae.  The  lymptoma:  unchecked  health  care  apending  and 
too  many  unineured.  The  remedy:  introducing  more  marketplace  log^c  into  the 
ayatem.' 

Stainea,  Verdon  S. 

Potential  impact  of  managed  care  on  Netional  health  apending.  Health  afTaira,  apecial 
aupplemcnt  1993:  24S-267. 

Uluatrativa  eatimataa  auggeat  that  if  all  acute  health  care  aervicea  were  delivered 
tbroui^  atalT-  or  group-model  health  maintenance  organixations  (HMOa),  national 
health  apending  mi|^t  be  almoat  10  percent  lower.' 

Starkey.  Danielle. 

Controlling  ooata  and  improving  accaaa  aolving  the  health  care  dilemma.  California 
journal,  v.  24.  Feb.  1993:  7  12, 

Diacuaaaa  Clinton  Adminiatration  conaideration  of  health  care  reform.  The 
Clinton  plan  ia  taking  abape  aa  a  derivation  of  'managed  care,'  a  ayatem  that'a  been 

evolving  for  60  yaara  Managed  competition,  the  atrategy  Clinton  ia  eyeing,  takea 

managwl  eve  one  atep  further.'  Portraya  opUona  of  tncreaaing  tazea,  employer 
mandataa,  or  raU  etilinga  to  pay  for  health  cotU. 
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SUrr,  Paul. 

The  logic  of  health<«ftre  reform.  Knoxville,  Tenn.,  Grand  Roundi  PrcM,  Whittle  Direct 
Books,  1992.  83  p. 

The  author's  'core  proposal  incorporates  two  fundamental  concepts-global 
budgeting  and  managed  competitlon-and  focuses  on  the  underlying  structure  of  health 
care  Imancing  rather  than  sin^e  issues  that  are  symptomatic  of  the  currant  flawed 
system.* 

Starr,  Paul  Zelman,  Walter  A. 

A  Bridge  to  compromise:  competition  under  a  budget.  Health  affairs,  special 
supplement  1993:  1-23. 

*A  new  approach  to  universal  he«]th  insurance  combining  managed  competition 
and  global  budgets  promises  to  break  the  impasse  blocking  comprehensive  health 
reform.  The  central  innovation  is  the  development  of  rei^onal  health  insurance 
purchasing  cooperatives  (HIPCs)  as  manager  and  reorganizers  of  the  market  and 
platforms  for  global  budgets.  Financing  would  be  based  on  community-rated 
premiums,  with  obligations  to  employers  capped  as  a  percentage  of  payroll  and  to 
individuals  as  a  percentage  of  family  income.  Budgets  would  cap  the  mandated  core  of 
spending  and  set  a  target  for  out*of-pocket  expenditures  * 

Stem,  Linda. 

Militant  medicine.  Business  &  Health,  v.  9,  Oct.  1991:  70,  72,  74,  76,  78,  80. 

'Early  results  are  in,  and  if  pleasing  beneficiaries,  saving  dollars,  and  impressing 
third-party  evaluators  are  any  guide,  the  CHAMPUS  Reform  Initiative  (CRI)  is 
working  well,  Statistical  results  show  a  4  percent  decrease  in  health  care  costs 
compared  with  a  13  percent  cost  increase  in  areas  without  the  program.' 

Steslicke,  William  E. 

Florida's  new  health  care  cost  containment  board:  'competition,'  'regulation,'  or  what? 
Florida  policy  review,  v.  4,  winter  1989:  12-16. 

'Not  only  has  the  HCCCB^s  role  itself  been  rewritten  by  the  Sute  Legislature,  but 
the  name  of  the  play  leems  to  have  been  changed  from  'Competition*  to  ^Regulation." 

Steurle,  C.  Eugene. 

The  search  for  adaptable  health  poliqy  through  Gnanace-based  reform.  In  American 
Health  Poliqy:  Critical  Issues  for  Reform,  edited  by  Robert  B.  Helms.  Washington, 
American  Enterprise  Institute,  1993.  p.  334*361. 

Stevens,  Carl  M. 

Health  care  cost  containment:  some  implications  of  global  budgets.  Science,  v.  259, 
Jan.  1,  1993:  16-17,  105. 

Warns  that  in  the  U.S.  'there  has  been  some  serious  discussion,  and  some 
implementation,  of  partial  expenditure  caps,  notably  for  the  big  federal  government 
health  insurance  programs  Medicare  and  Medicaid.'  Discusses  'problems  in  reflecting 
or  representing  consumer  preferences  in  the  decisions  that  allocate  resources  for  health 
care,  and  implications  for  providers  and  consumers  (patients)  of  the  non-price 
rationing  necessarily  accompanying  the  imposition  of  effective  expenditure  caps.' 

Tai^er,  Rivka. 

Can  case  management  cut  costs?  Life  association  news,  v.  85,  Jan.  1990:  G3-67. 
Tanner,  Michael. 

Health  care  reform:  the  good,  the  bad,  and  the  u|^y.  Washington,  Cato  Institute,  1992. 
29  p.  (Policy  analysis  no.  184) 

After  analyzing  a  variety  of  current  proposals,  including  sin|^e-payer  plans,  Tlay 
or  pay"  options,  and  managed  competition,  the  author  recommends  tax-deductible 
medical  IRAs,  which  'would  return  choices  about  health  care  expenditures  to 
consumers,  giving  them  incentives  to  shop  effectively,  cut  costs,  and  accumulate 
unused  funds  tax  free  for  retirement.' 

Taulbee,  Pamela. 

Employers  are  experimenting  with  managed  competition.  Businsss  Sl  hsalth,  v. 
10.  Mar.  1992:  26-28,  30,  32.  34.  38. 

"Managed  competition  requires  that  the  employer  assess  the  HMOs  it 
chooses  for  quality  and  cost  effsctivenssc  and  then  hold  them  accountable  for 
those  quolitiea*.' 
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U.S.  Cotifpnm.  Houm.  Connuttw  od  tbe  Budfat  R«public*&  SUfT. 

A  maoactd  comp«titioa:  nmtiy  for  \3S,  bMlth  cart?  Budftt  and  •conomk  aiulyws, 
Y.  2,  Dm.  21, 1992:  lA. 

Avul«bl«  from  the  Houm  Budftt  CommittM  Republican  StalT. 
ProtMtt  that,  althoufh  *manat«t  compatitioD  eonetitutMi  •  «i(Dijkant  adranea  in 
tha  debate  on  health  care  reform,*  the  regulatory/health  plenninf  etrataiy,  of  which 
global  health  budfite  are  one  tool,  ie  ]ik»fy  to  deflect  attention  from  the  undertyinc 
cauaea  of  our  health  care  coat  problem, . . .  lack  flexibility  in  reepoodinf  to  Aiture 
needa,  [and] . . .  reduce  the  <iuality  ofU^.  health  care  and  eubetitute  waiting  linee  and 
iacreaaed  pain  and  eufiTerini^  and  even  premature  death  for  dollar  ccpendituna." 

US.  Congreee.  Houae.  Committee  on  Ways  and  Mean*.  Subcoa  mittae  on  Health. 

Option*  for  health  ineurance:  requiremente  for  health  care  coet  containment.  Hearing; 
102nd  Congreee,  lat  eeeeion.  July  11, 1991.  Waehington,  QP.O.,  1992.  144  p. 
-Serial  102-48* 


Optiona  for  health  inaurance:  ueing  Medicare  payment  methodologiec  as  the  basii  for 
eetabliihiog  ratea  for  hoepital  and  phyaician  eervicec  for  all  payer*.  Hearing,  102ad 
Congreea,  2nd  eeeeion.  Apr.  8, 1992.  Washington,  GP.O.,  1992.  157  p. 
"Serial  102-lOe- 

Health  ear*  provider*,  die  Proapective  Payment  Aieeaement  Commieaion,  the 
Physician  Payment  Review  Commieaion,  and  CBO  taatify. 

VS.  Congreee.  Senate.  Committee  on  Finance.  Subcommittee  on  Medicare  and 
Lozag-Term  Care. 

Reducizag  inappropriate  Medicare  spending.  Hearing,  102nd  Congress,  2nd  aeesion, 
May  21, 1992.  Washington,  for  sale  by  the  VS.  GP.O.,  Supt.  of  Doc*.,  Congressional 
Salea  Omce,  1992.  113  p.  (US.  Congreee.  Senate.  S.  hrg.  102-869) 

VS.  Congress.  Senate.  Committee  on  Labor  and  Human  Reaourcee. 

Achieving  aCTective  coat  control  in  oomprebensive  health  care  reform.  Hesringi,  102nd 
Congress,  2nd  seesion.  Dec.  16-17, 1992.  Washington,  GP.O.,  1992.  306  p.  (Hearing, 
Senate,  102nd  Congreea,  2nd  session,  S.  Hrg.  102-966) 


Health  Insurance  Purchasing  Cooperative  Act.  Hearing,  102nd  Congress,  2nd  aeesion. 
May  7, 1992.  Washington,  G.P.O.,  1992.  90  p.  (Hearing,  Senate,  102nd  Congreea,  2nd 
aeesion,  S.  Hrg.  102-630) 

"To  promote  the  use  of  SUte^oordinated  health  insurance  buying  programs  and 
assist  SUtes  in  establishing  health  insurance  purchasing  cooperatives,  throu^  which 
small  employers  may  purchase  health  insurance,  and  for  other  purpoeea. 

VS.  Congressional  Budget  Office. 

The  potential  impact  of  certain  forms  of  managed  care  on  health  care  expenditures. 
Washington,  Congreasional  Budget  OfTice,  1992.  31  p.  (CBO  staff  memorandum) 
"Presente  a  range  of  ilit*£tr*tive  estimates  of  the  potential  effecte  on  national 
health  expenditurea  and  on  expenditurea  under  Medicare,  Medicaid,  and  private  health 
insurance  if  all  acute  health  care  servicee  that  are  now  funded  throu^  insurance 
arrangemente  were  provided  throuf^  delivery  systems  incorporating  two  specific  forms 
of  managed  care.  One  Is  stait-model  and  group-model  health  maintenance 
organiiations.  The  other  is  'effective'  forms  of  utiliration  review,  which  . . . 
incorporates  precertification  and  concurrent  review  of  inpatient  care.* 

VS.  Institute  of  Medicine.  Committee  on  Utilixation  Management  by  Third  Partiee. 
Controlling  coete  and  changing  patient  care?:  the  role  of  utilization  management 
Washington,  National  Academy  Preas,  1989.  312  p. 

Focuaee  on  the  private  sector,  and  the  effectivenees  of  this  new  system  of  bringing 
patient-lavel  and  system-level  concama  together  on  cutting  coete. 

Wallack,  Stanleys. 

Managed  care:  practice,  pitfalls,  and  potential.  Health  care  financing  review,  1991, 
suppl:  27-34. 

"The  resulte  of  coordinating  and  changing  patterns  of  health  care  using  managed 
care  activitiea  and  organisations  are  reviewed  in  this  article.  Althou^  utilisation 
review  and  hi(^-cost  case  management  programs  reduce  the  use  of  expensive  serrices, 
incentives  for  providers  of  care,  placing  them  at  risk,  are  important  for  managing  the 
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inttiif ity  of  bMlth  care.  Kftiuged  car*  appMri  eapablt  of  radueing  htalth  care  coata 
aubatanttally.  Howaver,  tbia  increaaad  effieiaD^  hfta  not  tranalatad  to  lowar  inauraoca 
prtmiuma  or  modulatad  total  baalth  cara  expendituraa  bacauae  attbar  purcbaaara  ara 
not  awmra  or  arc  not  eonecmad  about  aaeuring  cara  at  the  laait  cost." 

Wakh,  W.  PaU. 

Giving  pbysiciana  iocentiTaa  to  contam  coata  uzxkr  Uadicaid.  Haalth  cara  financing 
raviaw,  y.  12,  wintar  1990: 103-112. 

In  tbia  articia,  tbc  riak  arrangamanta  in  Medicaid  programa  tbat  put  pbysiciana  at 
riak  are  suamariaad.  Tbaaa  prograina~partial  capitation  and  baalth  inauring 
organiiationa-pior  phyaidana  a  capitation  amount  to  cover  aoma  or  all  pliyaician 
aervicaa.  Pfayiiclana  alao  receive  part  of  tbe  aavinga  from  reduced  boapitalixation. 
Moat  of  tbaaa  programa  have  aucceaafuUy  lowered  Medicaid  coata.  Tbey  could  aervc  aa 
modela  for  other  Medicaid  programa,  State-level  programa  to  cover  people  inelipble  for 
Medicaid^  and  programa  abroad,  auch  aa  in  tbe  United  Kingdom." 

WUItama,  Albert  P. 

Memorandum  to  the  Preaident-elect:  parametera  for  health  system  reform.  JAMA 
[Journal  of  the  American  Medical  Aaaociation,  v.  268,  Nov.  18, 1992:  2699-2700. 

Preaenta  the  ehairman*t  interpretation  of  the  conaenaua  reached  at  the  RAND 
Summer  Institute,  'Reforming  the  US  Health  Care  System,'  July  27-31,  1992. 
Summarizea  that  "coat  control  it  key  to  reforming  the  system,  becauae  universal 
coverage  seems  certain  to  be  held  hostage  to  a  credible  promise  that  coat  can  be 
contained.  However,  effective  reform  cannot  occur  without  aome  increase  in  taxes  or 
other  levies  for  those  who  either  are  not  paying  their  share  of  coata  now  or  are 
benefiting  from  excessive  tax  relief.* 

Zwanziger,  Jack. 

Prospective  payment  for  CHAMPUS  exempt  services:  an  analysia  of  ehildren'a 
hospitals,  eubstanee  abuae  services,  and  psychiatric  services.  Santa  Monica,  Calif., 
Rand  Corp.,  1992.  105  p.  aUnd/R-3700-HA) 
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IV.  RESOLVEIh  THAT  TB£  FEDEBAL  CK>VEBNMENT  SHOUIJD  GUABANTEE 
CATASTROPHIC  HEALTH  INSURANCE  TO  ALL  UNITED  STATES  CITIZENS 

A.  GENERAL 

Agin^  in  America:  the  F«d«nl  Goir6rDiMnt'i  role.  Waehiagton,  Congrtiicoel  Quarterly 
Inc.,  1989.  96  p. 

Cont«Dts.~11ie  elderly.-Sodal  eecurity.-Uedicare  and  laedicaid.-  CaUetrophic 
coeta.-Locif •term  care. 

Banham,  Ruae. 

Ineuraoce:  a  policy  for  eataetropbe.  Global  fianaoce,  v.  6,  July  1992:  6S^9. 

Beyond  Medicare.  Couaumer  reporU,  v.  54,  June  1989:  375^1. 

Contenta.-What  ineurance  do  you  need?--Which  policiee  are  beet?-What  an 
ineurance  packaee  coate.-Hie  top-rated  plana:  where  th^  are  aold.-Tbe  ioeurpoce 
bard  eell.-Deceptive  aalea  tactica. 

Brock,  Horace  W. 

Rx  for  the  U^.  health  care  crisis.  Financial  executive,  v.  8,  Jan.-Feb.  1992: 10-13. 
Cotton,  P. 

*Pre-existing  conditions  'hold  Americans  hostage'  to  empl<^rs  and  insurance.'  JAMA 
[Journal  of  the  American  Medical  Association],  v.  266, 1991:  2451-2453. 

Coughlin,  Tereea  A   Liu,  Korbin. 

Severely  disabled  elderly  peraoos  with  financially  catastrophic  health  care  expense: 
sources  and  detenninanta.  Gerontologiat,  v.  32,  June  1992:  391-403. 

This  article  describee  the  sources  of  financially  catastrophic  health  care  expenses 
among  disabled  elderiy  persona.  Using  a  coat-to-income  approach  and  data  from  the 
1981-1982  Channeling  Demonstration  Project,  we  examined  the  types  of  health  care 
costs  (hospital,  physician  and  ancillary  care,  nursing  home,  and  prescription  medicine) 
that  contributed  to  overall  expenses.  For  the  Channeling  sample,  out-of-pocket 
expensea  for  preacription  medicines  and  for  nursing  home  care  were  the  principle 
source  of  catastropt^c  expenses.* 

Cox,  Hank. 

Age  before  beauty.  Regardie's,  v.  11,  Jan.  1991:  69,  71-79. 

The  American  Association  of  Retired  Persons  may  be  the  only  lobby  in 
Washington  with  enou^  clout  to  bulldoze  a  massive  new  benefit  program  through 
Congress,  only  to  have  its  own  members  force  the  repeal  of  the  program  less  than  a 
year  later,  and  not  experience  so  much  aa  a  twinge  of  embarrassment  or  offer  a  hint  of 
an  apology.* 

Del  Bene,  Linda.  Vaughan,  Denton  R. 

Income,  assets,  and  health  insurance:  economic  resources  for  meeting  acute  health  care 
needs  of  the  aged.  Social  security  bulletin,  v.  66,  spring  1992:  3-25. 

In  this  artidst  the  authors  use  data  from  the  Survey  of  Income  and  Program 
Participation  (SEPP)  to  examine  the  relationship  between  economic  resources  and  acute 
health  care  needa  among  the  aged.  The  circumstances  of  individuals  who  rely  on 
Medicare  as  their  only  form  of  health  insurance  are  considered  in  detail  because  they 
are  potentially  more  vulnerable  when  faced  with  health  care  expenaes.  Particular 
attention  is  given  to  the  amount  of  family  income  and  personal  contingency  aasets  held 
by  this  group  and  the  level  of  out-of-pocket  liability  for  acute  care  they  might  have 
been  expected  to  face  in  1984.* 

Elwood,  Thomaa  W. 

A  view  from  Washington.  Journal  of  allied  health,  v.  19,  winter  1990:  69-80. 

"TiUny  older  (wraons  display  a  strong  sense  of  independence,  and  expect  others  to 
feel  the  same  way.  They  resent  the  notion  of  receiving  something  for  nothing.  Their 
perception  that  their  insurance  premiums  would  be  used  to  provide  Medicare  benefita 
for  AII>3  patienta  and  welfare  mothers  was  too  unsettling.  Advocates  of  the 
catastrophic  le^laton  should,  perhapa,  have  paid  more  attention  to  the  wisdom  of 
developing  a  program  that  was  not  a  blend  of  insurance  and  general  entitlement 
concepts.  Having  adoptad  such  a  course,  it  is  critical  to  do  an  ade<iuate  jfob  of 
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ezpltinittg  wh«t  tuch  a  mixture  enUili.  Hiom  who  pursue  any  •imiUr  idea  in  the 
Aiturt  IK  MiiUbly  forawariMd." 

E«tM,  C«rroU  L. 

Aging,  health,  and  tocial  policy:  criaU  and  croMroads.  Journal  of  aging  At  eocial  policy, 
T.  1,  1989:  17^2. 

"In  the  1980i,  significant  and  growing  problems  of  uninsurance  and  under* 
insurance  for  health  care  have  ra^merged.  Simultaneously,  state  Medicaid  programs 
are  cbaracterixed  by  their  increasing  variation  and  inequities,  while  there  has  been  a 
decline  in  access  for  the  poor.  The  future  of  aging  policy  will  be  decided  in  the  context 
of  four  socio-demographic  realities:  (1)  population  aging  (2)  trends  in  mortality  and 
morbidity  (3)  the  relationship  between  income  and  health,  and  (4)  aging  as  a  woman's 
issue." 

Federa,  R.  Danielle.  Oettinger,  Nancy  L. 

Beyong  catastrophic  insurance:  the  future  of  public  funding  for  long-term  care.  Topics 
in  health  care  financing,  v.  17,  summer  1991:  22*31. 

Green,  Jesse.  Amo,  Peter  S. 

AIDS:  the  cost  and  financing  of  care.  Caring,  v.  8,  Nov.  1989:  14-17. 

'While  the  costs  of  caring  for  people  with  AIDS  are  hig^  enough  to  be  far  beyond 
the  means  of  most  of  those  who  have  the  illness,  these  costs  are  not  beyond  the  means 
of  society,  since  they  constitute  a  small  proportion  of  the  health  care  budget.  The 
difficulty  is  that  the  mechanisms  society  uses  to  assist  individuals  with  unaftordable 
medical  bills  do  not  always  work  well.  In  the  case  of  AIDS,  these  problems  are  greatly 
exacerbated  by  the  fact  that  so  many  PWAs  [people  with  AIDS]  are  young  males  in 
poverty.  This  is  the  group  with  the  poorest  access  to  insurance  and  to  health  care." 

Kcok,  Janet. 

Catastrophic  insurance  for  all.  Washington  monthly,  v.  19,  Feb.  1987:  37-40. 
Examines  the  arguments  against  providing  catastrophic  health  insurance. 

Iglehort,  John  K. 

The  American  health  care  system:  Medicare.  New  England  journal  of  medicine,  v.  327, 
Nov.  12.  1992:  1467-1472. 

This  fourth  report  on  American  health  care  discusses  the  history,  financing, 
benefits,  payment  system,  quality,  and  future  of  the  program.  "Providers  are  scvcely 
prepared  to  be  the  sole  stakeholders  who  accept  sacrifice.  The  only  ether  real  options 
are  raising  taxes  on  the  genera)  population,  reducing  Medicare  benefits,  or  askin^^  the 
elderly  to  pay  more  on  some  income* related  basis." 

Lammers,  William  W.   Leiebig,  Phoebe  S. 

State  health  policies,  federalism,  and  the  elderly.  Publius,  v.  20,  summer  1990: 
131-148. 

"This  article  examines  recent  state  health  policy  efforts  for  the  elderly  and  their 
implications  for  future  federal  and  state  roles.  States  have  been  particularly  active  in 
creating  programs  to  address  the  needs  of  the  chronically  ill  and  in  seeking  to  modify 
regulatory  policies  and  promote  private  sector  efforts.  Those  efforts  have  involved 
relatively  autonomous  state  programs  as  well  as  programs  developed  within  the 
intergovernmental  system.  To  meet  the  health  policy  needs  of  an  increasing  elderly 
population,  future  federal  policies  must  recognize  potentials  for  significant  state 
contributions  and  seek  to  minimize  actions  that  reduce  policy  innovation,  while 
continuing  to  address  the  problem  of  limited  responses  in  low-performance  states." 

Light,  Donald  W. 

Ebccluding  more,  covering  less:  the  health  insurance  industry  in  the  VS.  Health/PAC 
bulletin,  v.  22,  spring  1992:  7-13. 

Through  various  devices  used  to  avoid  insuring  high-risk  individuals  or  paying 
out  on  claims,  the  insurance  industry  has  instituted  a  spiral  of  exclusion  and 
discrimination,  so  that  those  who  need  coverage  most  are  likely  to  get  the  least  and 
pay  the  most  for  what  they  ^t.  Because  these  practices  are  inherent  in  competitive 
private  insurance,  it  seems  that  as  long  as  private  health  insurance  companies  arc 
permitted  to  exist,  universal  health  insurance  is  unlikely  to  succeed." 

Lowry,  Jack  W. 

How  to  keep  health  premiums  down.  Life  association  news,  v.  So,  Jan.  1990:  57-60. 
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Manning,  WJUrd  G.  liuqxut,  U.  Sums. 

Health  iiMunuKc:  the  trMk-oCT  between  riek  pooUnf  and  moral  hat^trd.  Report  no.  R- 
372d-NCHSR»  SanU  Uonka,  Calif.,  tim  Band  Corporation,  1989. 

MonfiU,  Greg. 

What  Clinton  could  learn  &om  the  eataetrophic  health  care  cataetxtophe.  Waefaingtoa 
months,  V.  25,  Mar.  1993:  39^1. 

The  eataetrophic  care  btll'e  tortured  eoUapee  can  provide  the  new  adminietiation 
with  a  road  map  of  exact^  what  to  avoid  in  tackling  the  tous^  taek  of  overhauling 
the  entire  health  care  egretem.  On  the  univemi  liet  of  Good  Ideae  lliat  Bombed,  the 
eataetrophic  care  act  ranka  near  the  top.*  The  author  urgca  Clinton  to  uee  "his 
precidentia]  bully  pulpit  to  emphaaixe  the  need  for  doctor*,  boepitala  and  ineuren  to 
make  a  legitimate  eacrifiee  in  income  eo  that  the  nation  ia  not  banktuptad  by  health 
care  eoeta.* 

Preventive  health  eervicec  for  Medicare  beneficiariee:  policy  and  reeearch  iaeuee. 

Washington,  Office  of  Technology  Aaeeaement,  for  eale  by  the  Supt  of  Doce.,  Gi*.0., 
1990.  37  p.  (WA-H-416,  Feb.  19900 

In  thia  special  report,  "OTA  ejuminee  bow  decisions  are  currently  made  about 
coverage  of  specific  preventive  eervicee  under  Medicare  and  lays  out  options  for 
altering  the  process  and  criteria  governing  thoee  decieions.  The  Special  Report  also 
reviews  and  critiques  ongoing  demonstration  projects  and  eummarizee  the  results  of 
OTA  studies  of  the  costs  and  effectivenees  of  specific  preventive  eervicee  for  the 
elderly.- 

Restructuring  health  insurance  for  Medicare  enrol Ie«s.  Washington,  Congressional  Budget 
Office,  1991.  74  p. 
•A  CBO  stucfy" 

Partial  eontents.-Supplements.-Enrollees'  outof-pocket  and  premium 
expenses  for  acute  health  care.-Establish  a  Medicare  copaymcnt  cap  and  prohibit 
Medigap  coverags  of  Medicare'e  copayment  requirements.-Restructure  and  cap 
Medicare'e  copayment  reqxiirements  and  prohibit  Medigap  coverage  of  them. 

Rice,  Thomas.  Gabel,  Jon. 

Older  Americans  and  their  health  coverage.  Washington,  Health  Insurance  Association 
of  An>erica,  1989.  27  p. 

"Survey  results  indicate  that  despiU  the  extensive  publicity,  the  elderly  still  know 
very  little  about  the  basic  aspects  of  the  catastrophic  Isgislation.' 

Short,  Pamela  Farley.  Vtstnea,  Jessica  PrimofT. 

Multipis  sources  of  Medicare  supplementary  insurance.  Inquiry,  v.  29.  sprint  1992: 
33-43.  '  *- 

"Elstimatas  firom  the  National  Medical  Expenditure  Surv^  imply  that  in  1987  only 
two'thirde  of  elderly  Medicare  beneCciaries  held  the  amount  and  type  of  insurance  that 
is  generally  recommended  to  supplement  Medicare,  namely,  67.7%  with  private  hospital 

medical  insurance  firom  one  eourte  and  6.6%  with  only  Medicaid  Benefldaries 

who  purchase  coverage  from  more  than  one  sources  are  likely  to  be  relatively  young, 
more  highly  educated,  and  financially  betUr  off.* 

Trippler,  Aaron  K. 

Comprehensive  health  insurance  for  high  risk  individuals:  a  State-by-State 
analysis.  Minneapolis,  Communicating  for  Agriculture,  1986.  161  p. 

Surveys  legislation  creating  a  health  insurance  risk>sharing  pool  for 
individuals  who  find  difficulty  in  purchasing  adequate  health  insurance  coverage 
due  to  preexisting  health  conditions.*  Concludes  thet  "risk  pools  represent  a 
small  step  in  reducing  the  uninsured  population,  or  at  least  that  eegment  of  the 
uninsured  that  is  not  poor  but  could  become  poor  when  faced  with  miyor  medical 
expenssa.  These  plans,  however,  provide  no  comprehensive  solution  to  the 
indigent  care  problem.  Risk  pools  simply  sncourage  and  assist  individuals  in 
purchasing  bsalth  insurance.  Those  who  cannot  afford  to  purchase  insurance  will 
in  most  caaee  not  benefit  flrom  the  pools.* 

UjS.  Congreaa.  House.  Select  Committee  on  Aging. 

America'e  uninsured  and  underinsured:  a  nation  at  risk  of  inadequate  health  care  and 
catastrophic  costs;  report.  Washington,  Gi>.0.,  1986.  13  p. 

At  bsad  of  title:  Committee  print 

"Comm.  pub.  no.  99-683* 
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The  CAt«f  trophe  of  uninsured  and  underinsur«d  Americans:  in  March  of  a  U^.  health 
plan.  HMring,  99th  CongrMa,  2Dd  tcaaion.  Sept.  12. 1986.  Washington,  GP.O.,  1986. 
130  p. 


Health  care  needs  of  the  elderly.  Hearing,  101st  Congreas,  1st  session.  Washington, 

GP.O.,  1989.  79  p. 

Hearing  held  July  31, 1989,  Union,  NJ. 
"Comm.  pub.  no.  101-726' 

U.S.  Congress.  House.  Select  Cozmnittee  on  Apng.  Subcommittee  on  Health  and 
Long-Term  Care. 

Catastrophic  health  insurance:  the  needs  of  children.  Joint  hearing  before  the 
Subcommittee  on  Health  and  Long-term  Care  of  the  Select  Committee  on  Apng  and 
the  Select  Committee  on  Children,  Youth,  and  Families,  House  of  Representatives, 
100th  Congress,  1st  session.  Mar.  23,  1987.  Washington,  G.P.O.,  1987.  293  p. 
'Aging  Committee  pub.  no.  100-629' 

Includes  statistical  information  in  the  testimony  of  James  Perrin  on  behalf  of  the 
American  Academy  of  Pediatrics  (p.  61-74). 


Catastrophic  health  insurance:  the  New  Jersey  perspective.  Hearing,  99th  Congress, 
2nd  session.  Washington,  G.P.O.,  1986.  38  p. 

'Comm.  pub.  no.  99-593" 

Hearing  held  Aug.  11,  1986,  Bellmawr,  NJ. 


Catastrophic  health  insurance:  the  New  Jersey  and  New  York  perspective.  Hearing, 
100th  Congress,  1st  session.  Washington,  G.P.O.,  1987.  70  p. 

Hearing  held  May  11,  1987,  Newark,  NJ. 

'Comm.  pub.  no.  100-63O' 


Catastrophic  health  insurance:  the  Pennsylvania  perspective.  Hearing,  100th 
Congress,  lat  session.  Washington,  G.P.O.,  1987.  41  p. 

Hearing  held  Apr.  10,  1987,  Philadelphia,  PA. 

"Comm.  pub.  no.  100-624' 


Catastrophic  health  insurance:  the  home  care  benefit.  Hearing,  99th  Congress,  2nd 
session.  Mar.  19, 1986.  Washington,  G.P.O.,  1986.  96  p. 
'Comm.  pub.  no.  99-562' 


National  health  care:  the  financial  impact  on  seniors  and  their  families:  a  briefing  by 
the  Subcommittee  on  Health  and  Long-Term  Care  and  the  Select  Committee  on  Aging, 
House  of  RepresenUtives,  102nd  Congress,  1st  session.  May  28,  1991.  Washington, 
G  J>.0.,  1991.  133  p. 

At  head  of  title:  Committee  print. 

'Comm.  pub.  no.  102-620' 

The  Committee  met  in  Toms  River,  NJ.  "Printed  for  informational  purposes  only. 
It  does  not  represent  either  findings  or  recommendations  adopted  by  this  committee.' 
Includes  the  American  Nurses  Association's  "Nursing  Agenda  for  Health  Care  Reform.' 


Paying  the  price  of  catastrophic  illness:  from  accidents  to  Alzheimer's.  Hearing,  100th 
Congress,  1st  session.  Jan.  28,  1967.  Washington,  G.P.O.,  1987.  176  p. 
•Comm.  pub.  no.  100-616" 


Paying  the  price  of  catastrophic  illness:  from  accidenta  to  Alzheimer's.  Washington, 

G.P.O.,  1987.  68  p. 

At  head  of  title:  Committee  print. 
'Comm.  pub.  no.  100-612' 
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U3.  CoocrtM.  HouM.  Sti«ct  CocnaittM  on  A(iii|(.  SubeommitU*  on  KoucUiff  tod 

Th«fUtut«orhMlthcinforMoiort:  wi)M«dow»0D(h)n  HmHii^  lOlct 

Coogrw%  Ut  MMion.  Dee.  4, 1989.  W— hingt^n,  OJP.O.,  1990.  76  p. 

Xoouft.  pub.  no.  lOl-TSr 

HMrinf  bald  in  Vaneou  WA. 

U.S.  CoofrvM.  HouM.  StUet  ComnuttM  on  Afing.  SubooatiaitU*  on  lUtirwiMnt  Idooom 
tod  Enq^ojiMDt 

InTiitiytioo  mi  way*  of  mixumucing  routio*  and  cataatrophtc  baalth  eoata  for  Um 
•Ciof.  HMrinit  9^  Coofraia,  2Dd  aMtion.  Wachingtoo,  GJP.O^  1966.  Ill  p. 

Haarinf  bald  in  Eaaax,  Md.,  Apr.  21, 1986. 

*Contt.  pub.  no.  99-676' 


Nationaliaad  baalth  inauranca:  tha  laaaona  of  cataatropbic  car«.  Hearing  102od 
Coograaa,  2od  aaanon.  Apr.  13, 1992.  Waahington,  OP.O.,  1992.  82  p. 

Haaring  bald  in  Watarbuxy,  CT. 

Cooim.  pub.  no.  102-862" 

U.S.  Congraaa.  Sanata.  Comznittaa  on  tha  Budget 

Cataatrophie  and  long-Urm  baalth  care.  Haaringa,  100th  Congraaa,  1st  aeation. 
Waahtngton,  0J>.0.,  1988.  966  p.  (Haarin^  Sanata,  100th  CongraaL  lat  aoaaion.  S. 
Hrg.  10a«6) 

Haarinfi  bald  Juna  1, 1967~Warran,  Id;  Juna  22-FUnt,  MI;  Juna  29~L«naing, 
HI;  Aug.  28-llarquatta,  lil;  Nor.  ll-Datn)tt,  m. 

U3.  Congriaaiooal  Budgat  OfQea. 

Cataatrophie  nadical  azpeoaaa:  pattarna  in  tb*  non-ald«rly,  non-poor  population. 
V,Vthington,  1982,  108  p. 

Partial  eontanta.-Family  uadical  azpaoaaa  in  a  aingla  yaar.-Pattarna  of  high-coat 
illoaaa  ovar  two  or  inora  ya«n.-Tranda  in  axpcndituraa  for  high-coat  illntaa 
-ImpUcationa  for  Fadaral  policy. 

U.S.  Ganaral  Accounting  Offica. 

Trauma  cara:  lifaaaving  ayaUm  threatened  by  unretmburaad  coata  and  other  fkctori; 
report  to  tha  Chairman,  Subcommitaa  on  Health  for  Familiaa  and  the  Unioaurad, 
Committaa  on  Finanea,  US.  Senate.  May  17,  1991.  Waahington,  GAO..  1991.  U  o. 
■GAO/HRD.91-67,  B.242651" 

"Providaa  infonnation  on  tha  raaaona  boapttala  in  miyor  tirban  areaa  withdraw 
from  trauma  care  ayatama  that  aenra  people  with  lifa-thraatening  iiyuriaa  * 

Waailewakif  Charlea. 

Mature  cuatomera,  immature  products.  Beat'a  review:  Hfe/haalthAnaurance  edition. 
V.  87,  Apr.  1987:  4042,  44,  46. 

Orarriewa  tha  adequacy  of  and  ne«d  for  health  ineurance  products  which  cover 
home  cara  aenricaa,  adult  day  care,  nuramg  home  care,  long-term  care  aervicea,  and 
catastrophic  illnaat.  Offera  the  perspactivaa  of  the  insurance  industry,  Congraaa,  the 
Raagan  Adaunistrataon*  and  advocacy  groups  for  tha  aged. 

Where  coveraft  ends:  catastrophic  illnaaa  and  long-term  health  care  coste.  Washington, 
Employaa  BaneTit  Raaaarch  Institute,  1988.  274  p.  (EBRI-ERF  policy  forum) 

CocrJudaa  that  'muxy  millions  of  Americana  (ace  poaiible  financial  ruin  from 
uninsured  health  care  expensea  that  era  potentially  catastrophic  in  natura.  What  is 
not  clear  is  wboaa  reaponaibility  it  is  to  pay  these  axpenaea.* 

Wise,  Denial. 

Rainy-day  plan.  New  York,  v.  22,  Dec.  4, 1989:  121-122,  124, 126, 129-132, 136-136. 
138. 

Daacribaa  tha  attuations  in  which  "the  real  cataatropbe  threatening  the  elderly 
isn't  grave  illnaaa  but  tha  crushing  coat  of  routine  care." 
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Brasda,  Jaroma  F. 
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CaUitrophii  insi.ranee  law  hammered  out  too  haitily.  Modern  healthcara,  v.  19,  Aug. 

25, 1989:  60. 

Brody,  Stanley  J. 

Strategic  planning:  the  catastrophic  approach.  G«rontologi«t,  v.  27,  Apr.  1987: 
131-138. 

Three  nugor  societal  responses  to  the  perceptions  of  catastrophe  for  the  aging 
family  are  traced.  The  nrst  two,  the  needs  for  hasic  subsistence  and  for  acceaa  to  acute 

cara  medicine,  were  resolved  The  third  and  unresolved  catastrophe,  the  need  for 

continuity  of  care,  is  deHned,  popular  perceptions  of  that  need  evaluated,  and  a  poli^ 
solution  suggested.* 

Burke,  Karen  A- 

Catastropbic  health  care  kit  Washington,  Republican  Study  Committee,  1987.  6  p. 

"Deaigned  to  help  Members  determine  what  their  elderly  constituents  think  about 
H.R.  2470/2941  [Medicare  CatastropUc  Protection  Act  of  1987],  and  how  they  mi^t 
want  their  Member  to  vote  should  the  President  vato  the  bill." 

Catastrophic  health  insurance  bill  enacted.  CQ  almanac,  1988:  281-292. 

Catastrophic  health  insurance  for  the  elderly:  a  guide  to  the  1988  law.  Report  prepared  by 
OMB  Watch,  Waahington;  Boston,  Mass.,  Gerontology  Institute,  College  of  Public  and 
Community  Service,  University  of  Massachusetts  at  Boston,  1988.  29  p. 

Catastrophic  insurance.  Perspectives,  Apr.  21,  1986:  whole  issue  (4  p.) 

Concludes  that  'public  debate  may  generate  politicml  support  for  catastrophic 
health  insurance,  but  changes  in  the  American  health  system  will  be  limited. 
Comprehensive  health  plans  that  increase  government  spending  face  an  uncertain 
future.' 

Cohn,  Jeffrey  P. 

Cancelling  catastrophic  health.  Government  executive,  v.  21,  Dec.  1989:  34^7. 

Explains  the  extensive  planning  of  setting  up  and  then  shutting  down 
implementation  of  the  legislated  and  then  overturned  prescription  drug  syat/3m. 

Coster,  John  M. 

Politics,  Congress,  and  outpatient  prescription  drug  coverage  under  Medicare:  a 
historical  review,  1965-1989.  Pharmacy  in  history,  v.  32,  no.  3,  1990:  111-127. 

Reviews  the  legislative  history  'of  the  mi^or  attempts  made  by  Congress  to  add 
outpatient  prescription  drug  coverage  to  Medicare  both  during  and  after  the  enactment 
of  the  original  Medicare  program.* 

Dentzer,  Susan. 

Rx  for  rising  costs:  Medicare's  high-tech  prescriptiun  for  drug  bills.  VS.  news  Ic  world 
report,  v.  107,  Sept.  1, 1989:  50-51,  53. 

Diamond,  Joseph. 

NAIC  [National  Association  of  Insurance  Commissioners]  moves  to  prevent  medigap 
abuses.  National  underwriter  (property/casualty/employee  beneHts),  v.  93,  Dec.  18, 
1989:  10-11. 

Donlan,  Thomas  G. 

Just  what  the  doctor  ordered?  Catastrophic  health  insurance:  the  beneflts  and  the 
coat.  Barrony  v.  68,  Mar.  7,  1988:  13,  48-53. 

Aseerts  that  the  legislation  'is  a  classic  example  of  the  two>steps-forward,  one- 
step-back  school  of  legislating  ....  It*s  an  equally  classic  example  of  budget 

gimmickry, ...  of  a  lejpslative  pig  in  a  poke,  [and]  of  promising  mora  than  could 

be  delivered.' 

Dopkeen,  Jonathan.   Rappaport,  Anna.  Bergthold,  Linda. 

Crisis  or  opportunity?  Business  and  health,  v.  6,  Nov.  1988:  24-29. 

The  Medicare  Catastrophic  Care  Act  of  1988  'presents  an  opportunity  for 
employera  to  think  through  and  redesign  retiree  medical  plans  that  wrap  around 
Medicare  at  a  time  when  the  future  of  theae  plans  is  under  intense  discussion.  This 
redesign  could  take  the  form  of  cash  as  well  as  service  beneflts,  long-tenn  eare  aa  well 
as  scuta  asrvicas,  and  even  nexibila  beneflu.* 
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EngUnd,  Robert  S, 

Th«  caUftrophk  health  cere  blunder.  AmericaA  tpectator,  v.  21,  Nov.  1988: 25-28,  30. 

*Tbe  etocy  ofbow  Roneld  Rmcaxi.  Otis  Bow«n  [HMJth  end  Humen  Serrieee 
McreUiy],  end  e  rofue  Conjeree*  ceme  up  with  whet  mig^t  be  the  moet  ezpennve  piece 
of  eoeiel  lefieUtioo  einoe  the  Greet  Society-^  etiU  feUed  to  provide  cetestrophie 
cere  for  our  eldecijr." 

Ferrera,  PeUr  J. 

Ceteetrophie  health  beoeGU  trmoelete  into  ceteetrophic  tazee.  CoDeumer  reeeerch,  v. 
72,  Apr.  I$e9: 11-14. 

"Leet  year,  Coogreee  expanded  lledicere  to  provide  new  ceteetrophic  beneGte 
ooverinf  hifh  tnedieal  coeU  for  the  elderly.  At  the  time,  poUtidene  ecrambled  to  take 
credit  for  the  new  benefiu.  The  coet  of  the  program  to  the  elderly  w«e  never 
mentioned.  But  now  the  elderly  are  dieeovering  that  the  legislation  aleo  included  etiff 
new  tazee  oo  theai  which  are  already  mounting  to  a  heavy  fiw^iHtt  burden.' 


Controlling  ceteetrophic  health  coete:  Otie  Bowen'e  grand  opportunity.  Weehington, 
Heritage  FoundaUon,  1986.  lip.  (Beckgrounder  no.  499) 

Arguee  that  the  cataetrophic  ineurance  etudy  now  underway  ie  a  k«y  teet  for  Otie 
Bowen.  Hie  Ifedicare  expaneion  plan  being  urged  by  eome  of  Bowtn'e  etaff 
contradicU  Ronald  Reagan'e  overall  philoeophy  of  greeter  reliance  on  the  private 
eector." 

Ferrara,  Peter  J.  Butler,  Stuart. 

Making  cataetrophic  health  care  afibrdeble:  a  nine  point  program.  Washington, 
Heritage  Foundation,  1987.  13  p.  (Backgrounder  no.  663) 

Dsiecribee  a  nine  point  program  that  would  include  changing  "the  law  governing 
private  poUdee  eupplementing  Medicare  to  require  insurence  compeniee  marketing 
policiee  to  provide  catastrophic  boepitel  eoverege,*  providing  Noucbera  throu^ 
Medicare  to  aeeiet  the  elderjy  to  purchase  private  cataitrophic  insurance  policiee,'  end 
establishing  "Health  Banks*  to  encourage  workers  to  obtain  inexpeneive  cataitrophic 
coverage  and  eave  for  their  out^f-pocket  health  care  eoets." 

Friedmen,  Bemerd  S.  Boas,  Caroline. 

Catastrophic  health  insurance.  National  journal,  v.  15,  May  21, 1983: 1091-1093. 

"During  the  last  decade,  legislative  propoeals  for  health  ineurance  expension  have 
become  much  more  modeet^with  emphasis  now  on  catastrophic  caps  and  concern  for 
narrow  groups  of  uninsured  and/or  lower  income  pereone  who  do  not  now  qualify  for 

Medicaid  Suggeetle]  that  experience  with  the  sUte  CHIPe  indicatee  that  euch  a 

non-categorical  approach  is  feasible  at  modect  cost  without  heavy  regulation.' 

Fuchs,  Beth  C.  Hoadley,  John  F. 

Reflectione  from  inside  the  Beltway:  how  Congrees  and  ths  Preeident  grapple  with 
health  policy.  PS,  v.  20,  spring  1987:  212-220. 

Presents  'an  account  of  how  one  issue-catastrophic  health  insurances-reached  the 
political  agenda  and  then  more  general  comments  on  how  health  legislation  has  been 
considered  and  passed  in  recent  years,  with  particular  emphasis  on  the  use  of  the 
budget  recondliatioi]  process.' 

Heas,  Lawrence  J. 

Fiscal  catastrophe.  National  journal,  v.  21,  Oct  7,  1989:  2463.2466. 

'Although  policymakeri  will  almost  certainly  continue  to  use  the  pay-as-you-go 
method,  if  for  no  other  reaeon  than  their  desire  to  control  the  deficit,  they  may  prove 
lees  eager  to  employ  the  kind  of  progreeeive  user  fee  contained  in  the  catastrophic  care 
plan'  aaer  the  recent  "revolt'  against  the  Medicare  Catastrophic  Coverage  Act 

Hees,  John  L. 

The  catastrophic  health  care  fiasco.  Nation,  v.  260,  BiCay  21, 1990:  698-702. 

"Under  catastrophic  Medicare  the  elderly  found  themselves  eingled  out  to  be  taxed, 
oeteneibly  to  relieve  the  pli^t  of  a  relatively  few  old  boepital  patients.  (Ordinary 
nuning-home  care,  the  most  serious  financial  problem  for  the  elderly,  was  not  covered 
by  the  program.)  The  act  was  striking  departure  from  long-establitbed  principle,  as  if 
school  taxes  were  to  be  levied  only  on  parents.  When  the  nature  of  the  act  aeeped 
through  the  media  smokeecrean,  e  nvolt  ecorched  the  grass  rooU.' 

Iglehart,  John  K. 
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M«dicar«'t  xuw  benefita:  'caUitrophic*  bMith  iDtfuninc*.  Ntw  Engtand  journal  of 
sMdictM,  V.  320,  Feb.  2, 1989:  329^. 

RaTirm  th«  histoiy  and  covvrafe  of  tb*  Medicare  Cataetrophic  Coverage  Act. 

Jackaoo,  Wendjr. 

Cataetrophic  health  care  coverage  bill:  Medicare  beoeCdariee  be  alert!  Emplpyee 
benefita  journal,  y.  13,  Sept  1968:  26-28. 

•Whether  the  Cataetrophic  Health  Care  Coverage  Bill  doee  more  harm  than  good 
remaioa  to  be  seen.  Ita  deeigner*  have  good  intantione*<to  provide  eome  federal  aid  to 
Medicare  beneCidarice  to  that,  when  a  cataetrophic  illneie  or  condition  oocure,  their 
total  eavingi  will  not  be  depleted.* 

Koeterlitx,  Julie. 

Bowen'e  quiet  strength.  National  journal,  v.  19,  Feb.  7,  1987:  308^12. 

ProClee  "Health  and  Human  Servicee  Secretary  Bowen  [who]  haa  drawn  praiec 
from  Democrata  and  fury  from  the  right;  but  he  has  put  catastrophic  health  on  the 
agenda.'  Contrasts  hie  style  with  that  of  predeceeeor  Margaret  Heckler. 

Long,  Stephen  H.  Gordon,  Nan^^  M. 

Updated  eetimates  of  Medicare's  catastrophic  drug  insurance  program:  a  epedal  etudy. 
Washington,  Congressional  Budget  Office,  1989.  64  p. 

Reports  on  the  methodology  used  for  projections  of  costs  to  Medicare  of  covering 
outpatient  prescription  drugs  under  the  Medicare  Catastrophic  Coverage  Act, 
comparing  those  estimates  transmitted  to  Congress  in  July  1989  to  earlier  estimatss. 
Doee  not  eonstder  options  for  modifying  or  eliminating  the  program. 

Martin,  Sara. 

The  Medicare  drug  benefit:  challenges  for  pharmacists.  American  pharmacy,  no.  7, 
July  1989:  22-25. 

Analyzes  dxug-utilization  review,  and  the  coverage  of  prescribed  medications 
specified  in  the  1988  Medicare  Catastrophic  Coverage  Act. 

Melbinger,  Michael  S.   O'Donnell,  Timothy. 

The  Msdicare  Catastrophic  Coverage  Act  of  1988  aiui  its  impact  on  smployer-sponsored 
retiree  medical  plans.  Employee  relations  law  journal,  v.  14,  winter  1988:  399~406. 

"The  Medicare  CatasUophic  Covsrsge  Act  of  1988  (MCGA)  significantly  enlarges 
the  scope  of  federally  funded  health  care  benefits  for  elderly  Americans.  Sii>ce 
Medicare'e  inception  in  1965,  several  inadequadee  have  become  apparent,  especially 
the  absence  of  coverage  for  catastrophic  illnesses.  Now  MCCA  inhibits  the  potenital 
financial  ruin  of  elderly  Americans  faced  with  overwhelming  extended  medical  costs. 
The  Act  is  budget-neutral  and  can  reduce  employers'  Social  Security  payroll  tax  costs.' 

Moon,  Marilyn. 

The  Rise  and  fall  of  the  Medicare  Catastrophic  Coverage  Act.  National  tax  journal, 
V.  43,  Sept.  1990:  371-381. 

In  this  paper  I  lay  out  the  basic  chronology^  of  the  le^lation  aiui  then  disctiss 
some  of  the  leaeons  to  be  learned  from  this  experience.' 

Rice,  Thomas.   Desmond,  Katherine.   Gabel,  Jon. 

The  Medicare  Catastrophic  Coverage  Act:  a  post-mortem.  Health  afTairs,  v.  9,  fall 

1990:  75-81. 

Rovner,  Julie. 

Catastrophic-coits  dilemma  grips  Ways  and  Means.  Congresiional  ^arterly  weekly 
report,  v.  47,  July  22, 1989:  1859-1861. 

Reports  on  controversies  surrounding  revieion  of  the  catastrophic  health 
insurance  law. 


Catastrophic-costs  measure  back  on  track  despite  delays.  Congressional  Quarterly 
weekly  report,  v.  45,  Oct  31, 1987:  2677-2682. 

Describes  mi^r  provisions  and  compromises  being  diecussed  for  catastrophic 
health  costs  Isolation. 


Catastrophic-costs  proposal  plsases  almost  no  one.  Congressional  Quarterly  weekly 
report,  v.  47,  July  29, 1989:  1956-1959. 
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SunmurisM  th*  doM  compronuM  propoul  i^provtd  by  the  Houm  Wayt  and 
Mmm  Connitt—  on  rtvition  of  the  caU«^ophic  bMltfa  ioaunuic*  Uw  and  premium*. 


C«taitrophie-oOT«rafv  Uw  i*  diraoftntled  by  CoDgreea.  CongreMional  Quarterly  waekly 
rvport,  T.  47,  Nor.  25, 19S9:  3239-3239. 

Snmmariiaa  tha  compUinta  of  aanior  cituena  which  led  to  tha  repaal  of  the 
largaat  axpanaioa  oTlIadieara  ainca  tba  program  began  in  1965.'  Liata  Vhat*a  gooa, 
wbat'a  laft*  of  tha  lladicara  Cataatrophic  Covara^  Act 


Cataatrophie<oTerage  Uw  narrowly  atirvivea  teat.  Congreaaional  Quarterly  weekly 
report,  t.  47,  June  10. 1989:  1400-1402. 

Reporta  oo  Sen^ta  debate  on  making  changea  to  tha  naw  Uadicara  cataatrophie 
inauranca  prograsa. 


Climbing  medifftp  pramiuma  draw  attention  on  Hill.  Congreaaional  Quarterly  weekly 
report,  t.  48,  Feb.  17,  1990:  527-531. 

"Nothing  geta  the  attention  of  Congreaa  faster  than  unhappy  aenior  citizena.  In 
1989,  a  aurtax  of  up  to  $800  per  year  for  Medicare  cataatrophic  coverage  got  the 
over^  crowd  ao  upaet  Congreaa  finally  repealed  the  program.  In  1990,  the  raaulting 
premium  increaaea  for  private  insurance  to  aupplement  Medicare  may  prompt  a  a imilar 
outciy.  That  poaaibility  ia  foctuing  consreaaionial  attention  on  lingering  problema  of 
fraud  mnd  abuaa  in  the  eo-callad  Medigap  market." 


Confereaa  aet  to  begin  work  on  cataatrophic-coate  t»ll.  Congreaaional  Quarterly  weekly 
report,  v.  46,  Feb.  13,  1988:  313-315. 


Panel  may  pairv  way  for  death  of  cataatrophic-coata  law.  Congreaaional  Quarterly 
weekly  report,  t.  47,  July  15, 1989:  1781-1783. 

Reporta  that  Houae  "Waya  and  Meana  members  seek  ideaa  on  how  to  cut 
premiuma  without  jettiaooing  moat  valuable  benents." 

Smith,  William. 

The  Cataatrophic  Coverage  Act  of  1988:  past  propoaala,  current  law,  and  future 
optiona.  Waahiogtoo,  Houae  Republican  Reaearch  Committee,  1989.  8  p.  (RRC 
occaaaional  paper) 

"Generally,  there  ia  a  cross  aection  of  opinion  about  the  new  law  among 
Republicana.  But  aa  the  new  Medicare  premiuma  take  effect,  the  new  Uw  may  be 
given  additional  aciutiny.  The  following  report  ia  a  abort  history  of  the  early 
Republican  propoaaU  and  the  final  legislation,  aa  well  aa  a  number  of  optiooa  currently 
being  discusaed." 

Torres-Gil,  Fernando. 

The  PoUtica  of  cataatrophic  and  long>term  coverage.  Journal  of  aging  ft  aocial  policy, 
V.  1,  1989:  61-86. 

"The  paaaage  of  the  Medicare  Cataatrophic  Coverage  Act  of  1988  repreaenu  a 
mileatona  in  tha  politica  of  cataatrophic  and  long-term  care.  The  politica  aurrounding 
the  paaaaga  of  that  bill  were  inextricably  linked  to  the  larger  iasue  of  long-term  care 
and  to  recurrent  debatea  over  comprehenaive  rational  health  care.  Debatea  over  the 
financing  and  proviaton  of  health  care  aervicea  have  occupied  U.S.  aociety  and 
govemmant  for  50  yeara." 


Seniora  react  to  the  Medicare  Cataatrophic  Bill:  equity  or  aelfiahneaa?  Journal  of  aging 
ft  aocial  policy,  v.  2,  do.  1,  1990:  1-8. 

*n>a  Uadkara  Cataatrophic  Coverage  Act  (MCCA)  waa  a  aource  of  migor 
controvaray  from  iU  paaaaga  in  1988.  Some  aenior  citixena  raiaed  a  hua  and  cxy 
againat  ita  ftinding  nachaniam,  editoriaU  argued  for  and  against  the  bill,  and  Congiws 
finally  rapaaiad  it  in  UU  1989.  The  bill  in  my  opinion  waa  a  good  one,  and  ahould 
have  baan  retainad  in  ita  baaic  fwm." 

US.  Congreaa.  Coofereoca  Cofximittaea,  1986. 
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Mftdicara  Catartrophie  Covtraf*  Act  of  1988;  confartoc*  report  to  accompuiy  Hit 
2470  (U*dicar«  CatMtrophic  Prot«ction  Act  of  1987].  W«thin<ton,  GP.0. 1988. 
273  p.  (Raport,  Houa«»  lOOtfa  CongTMf,  2Dd  MMion,  DO.  100-661) 

VS.  CongKM.  Confennc*  Commitfw,  1969. 

M«dic«r«  Catastrophic  Covtraf*  Rapaal  Act  of  1989;  conferenca  raport  to  accompany 
HJt  3607  (Ifadkara  Catartrophk  Covarafa  R«paal  Act  of  1989].  Waihinstoa,  GP.O. 
1989.  23  p.  CRaport,  Houm,  lOlat  CoDfrtM,  lat  mmioq,  no.  101>^8) 

VS.  CongraM.  Houaa.  Coaunittat  on  Eoargy  and  Commarea.  Suboonmittaa  cm 
Commarca^  Conaumar  Protaction,  and  CompetitivaDaM. 

Private  iiwuranca  to  •upplamant  Ifadicara.  Haaring,  lOltt  CongrMt,  lat  mmiod.  Apr. 
6, 1989.  Waihington,  GP.O.,  1989.  76  p. 
•Sarial  no.  lOl-SC 

Looka  at  problama  Mioriatad  with  Medicart  Supplameota]  Iniuranca,  or  Medigap 
insuranoa. 

VS.  CoDgreM.  Houae.  Committee  on  Energy  and  Commerct.  Subcommittee  on  Health 
and  the  Environment. 

Medicare  and  Medicaid  catastrophic  protection.  Hearing!,  100th  Congraee,  lat  aeenon 
on  H.R.  2470  luid  H.R.  2485.  Washington,  GP.O.,  1988.  606  p. 

VS.  Congress.  Houae.  Committee  on  Post  OfiGca  and  Civil  Service.  Subcommittca  on 
Compensation  and  Emplojree  Benefits. 

Medicare  Catastrophic  Protection  Act.  Hearing,  100th  Congress^  1st  session.  Oct.  7, 
1987.  Washington,  G.P.O.,  1987.  201  p. 
•Serial  no.  100-27" 

VS.  Congress.  House.  Committee  on  Rules. 

Providing  for  the  consideration  of  H.R.  3436  [A  bill  to  amend  the  Older  Americans  Act 
of  1965  to  make  technical  correctiona];  report  to  accompany  H.  Res.  466.  Washington, 
G.P.0. 1988.  19  p.  (Report,  House,  100th  Congress,  2nd  session,  no.  100^) 

U.S.  Congress.  Houae.  Committee  on  Ways  and  Means. 

Background  materials  on  health  care  coverage  and  expenses  of  the  Medicsre 
population  including  H.R.  1280yH.R.  1281,  the  Medicare  Catastrophic  Protection  AcU 
of  1987.  Washington,  GP.O.,  1987.  67  p. 

At  head  of  title:  100th  Congress,  1st  session.  Committee  print,  WMCP:  100-10. 

VS.  Congress.  House.  Committee  on  Ways  and  Means.  Subcommittee  on  Health. 

Catastrophic  coverage  under  Medicare.  Hearing,  99th  Congress,  2nd  session.  Feb.  25, 
1986.  Washington,  G.P.O.,  1986.  264  p. 
•Serial  99-55' 


Catastrophic  illness  expenses.  Hearings,  100th  Congress,  1st  session.  Washington, 
G.P.O.,  1987.  678  p. 

Hearings  held  Jan.  29-Mar.  30,  1987. 

•Serial  100-r 


Medicare  supplement  insurance  policies.  Hearing,  101st  Congress,  2nd  session.  Mar. 
13,  1990.  Washington,  GP.O.,  1990.  166  p. 
"Serial  101-74' 

U.S.  Congress.  House.  Select  Committee  on  Aging. 

Catastrophic  health  costs:  broad  problem  demanding  eq^rally  broad  solution.  Joint 
*  .earing  before  Select  Committee  on  Aging,  House  of  Rep>  >nUtives  and  the  Special 
Committee  on  Aging,  United  States  Senate,  100th  Congress,  1st  session.  Vols.  I  and  Q. 
Jan.  28,  1987.  Washington,  G.P.O.,  1987.  2  v.  (102,  40  p.) 

House  Select  Committee  on  Agiing  pub.  nbrs.  100-616, 100*623;  Senate  Scpdal 
Committee  on  Aging  pub.  nbr.  100-2 

hS.  Congress.  House.  Select  Committee  on  Aging.  Subcommittee  on  Health  and 
Long-Term  Care. 

Catastrophic  health  insurance:  fitting  the  long'term  care  gap.  Hearing,  100th 
Congress,  1st  aaasion.  July  2^  1987.  Washington,  G.P.O.,  1987.  107  p. 
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"Comm.  pub.  do.  100-632* 


CaUttrophic  inturanct:  bow  the  Bowen  pUn  fkiU.  HMring,  100th  CougrtM,  l«t 
MMioD.  F«b.  17, 1987.  Wathini^too,  GJP.O.,  1987.  116  p. 
"Comm.  piab.  do.  100-615* 


CatAttrophic  b««Ith  uMuranc*:  tb«  Uadigap  cruii.  Hearing  99th  CongraM,  2iMi 
MSMOD.  Juna  25, 1986.  Waahingtoo,  GJP.O.,  1986.  271  p. 
■Comm.  pub.  do.  99-587* 


Cataatrophic  health  inaurance:  the  "Mtdigap'  criiia;  a  raport  by  tha  Chairman  of  the 
Subcommittae  on  Haalth  and  Lonj^Term  Cara  of  tha  Select  Committae  on  Agiog. 
HouM  of  RcpreaenUtivea,  99th  Congreaa,  2Dd  aesaion.  Waahington.  G.P.O.,  1986. 
278  p. 

At  head  of  title:  Committee  print. 
'Comm.  pub.  no.  99-676" 


Cataatrophic  health  care  coverage:  mending  a  broken  promiae.  Hearing,  99th 
Congreaa,  2nd  eetaion.  Feb.  19, 1986.  Waahington,  G.P.O.,  1986.  90  p. 
'Comm.  pub.  no.  99-566' 


MEDIGAP  inaurance:  the  new  cataatrophe.  Hearing,  lOlit  Congreaa,  lat  aeaaion. 

Nov.  2,  1989.  Waahington,  G.P.O.,  1990.  120  p. 
■Comm.  pub.  no.  101-747* 

U.S.  Congreaa.  Houae.  Select  Committae  on  Aipng.  Subcommittee  on  Houaing  and 
Consumer  Intereata. 

Hi^  drug  coata  and  older  Americana:  a  preacription  for  the  future.  Hearing,  99th 
Congreaa,  2nd  aeation,  October  8, 1986.  Waahington.  GJ>.0.,  1987.  81  p. 
'Comm.  pub.  do.  99-610.' 

VS.  Congreaa.  Houae.  Select  Committee  on  Aging.  Subcommittee  on  Retirement  Income 
and  Employment. 

Medicare  Cataatrophic  Coverage  Act.  Hearing,  10 lit  Congreaa,  lit  aeaaion. 
Waahington,  G.P.O.,  1989.  77  p. 

Hearing  held  Mar.  6, 1989  in  Cedar  Rapids,  Iowa. 

'Comm.  pub.  no.  101-733' 

VS.  Congreaa.  Senate.  Committee  on  Appropriations.  Subcommittee  on  Dcpartmenta  of 
Labor,  Health  and  Human  Servicea,  Education,  and  Related  Agendea. 
Medicare  Cataatrophic  Coverage  Act  and  long-term  care.  Hearing,  lOlat  Congreaa,  lat 
aeaaion.  Special  hearing.  Waahington,  G.P.O.,  1989.  69  p.  (Hearing,  Senate,  101st 
Congreaa,  lat  aeaaion,  S.  Hrg.  101-215) 

VS.  Congreaa.  Senate.  Committee  on  Finance. 

Cataatrophic  care-«xceaa  revenues.  Hearing,  lOlat  Congreaa,  lat  aeatiou.  June  1, 
1989.  Waahington,  G.P.O.,  1990.  367  p.  (Hearing,  Senate,  lOlat  Congreaa,  lat 
aeasion,  S.  Hrg.  101-519) 


Cataatrophic  health  insurance.  Hearing,  100th  Congreaa,  let  aeasion.  Parte  1-3. 
Jan.  2S-li(ar.  26, 1987.  Washington.  Gi>.0.,  1987.  3  v.,  (122,  204,  235  p.)  (Hearing, 
Senate,  lOOth  Congreaa,  1st  aesaion,  S.  Hrg.  100-169,  pte.  1-3) 


Medicare  cataatrophic  coverage.  Hearing,  lOlat  Congreaa,  lat  aesaion.  July  11, 1989. 
Waahington,  G.P.O.,  1990.  191  p.  (Hearing,  Senate,  lOlat  Congreaa,  lat  aeaaion,  S. 
Hrg.  101-581) 
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ll«dtc«r»  CatMtrophie  Low  Prtrtntioo  Act  of  1987;  rtport  to  •eoon^MUQjr  S.  1127. 
WMhinctoo,  G^.O^  19S7.  83  p.  OUport,  S«oaU,  100th  CoofraM,  1st  amnon,  do. 
100.196) 

U.S.  Congrtw.  SmmU.  ConunittM  on  QoT»riu»«at«l  A£Gura.  SubeommittM  on  F«Ur«l 
S«rvioM,  Port  Offic*,  and  Civil  Sarric*. 

Impact  of  propoMd  c«twtr(q>hic  hMltfa  I«fi«UtioQ  on  th«  F«d«nd  annuitant  HMrinf, 
100th  CoocTM*,  l«t  MMioo.  Stpt.  23, 1987.  Waahinfton,  GP.O^  1988.  198  p. 
(Haarioft  Saoata,  100th  CoocraM,  lat  aaauoo,  S.  Hrg.  100-420) 

U^.  Congraaa.  Senate.  Committaa  on  Labor  and  Huiaan  Raaoureat. 

Cataatrophic  haaltfa  iniuranca.  Haaring,  100th  Congratf,  lat  aMaion  on  S.  210  to 
amend  the  Public  Health  ^nrica  Act  to  provide  cataatrc^bic  health  ineurance  coverage 
for  elderly  and  dteabled  Americana.  Apr.  8, 1987.  Waahington,  GP.O^  1988.  306  p. 
(Hearing,  Senate,  100th  Congreea,  1st  aeeeion,  S.  Hrg.  100^75) 

VS.  Congreea.  Semite.  Special  Committae  on  Aging. 

Cataatrophic  health  care  coeU.  Hearing,  100th  Congreae,  lat  seeeion.  Jan.  26. 1987. 
Washington,  GP.O.,  1987.  199  p.  (Hearing;  Senate,  100th  Congraec,  1st  seesion, 
S.  Hrg.  100^) 

"Serial  no.  100-1' 


The  cataatrophic  stote  of  catastrophic  health  care  coversge.  Hearing,  100th  Congreae, 
1st  ecsaion.  Washington,  GP.O.,  1987.  206  p.  (Hearing,  Senate,  100th  Congreea,  1st 
leeaion,  S.  Hrg.  100-136) 

Hearing  held  in  Birming)iam,  AL,  Apr.  16, 1987. 

"Serial  no.  100-4* 


Medicare  coverage  of  catastrophic  health  care  coets:  what  do  seniors  need,  and  what  do 
eeniore  want?  Hearing.  101st  Congreee,  1st  seesion.  Oct  10, 1989.  Waehington, 
GP.O.,  1990.  48  p.  (Hearing,  Senate,  101st  Congreee,  1st  seesion,  S.  Hrg.  101*639) 

•Serial  no.  101-11" 

Hearing  held  in  Las  Vegas,  Nevada. 


Medigap  insurance:  coct  confusion,  and  criminality.  Hearing,  lOlst  Congress,  1st 
seeeion.  Dec.  11, 1989.  Waehington,  G.P.O.,  1990.  84  p.  (  Hearing,  Senate,  101st 
Congreae,  1st  aeesion,  S.  Hrg.  101-681) 

-Serial  no.  101-15* 

Hearing  held  in  Uadison,  Wisconein. 


Medigap  policiee:  filling  gaps  or  emptying  pockeU?  Hearing,  101st  CoDgr«ss,  2nd 
cession.  Mar.  7,  1990.  Washington,  GPjO.,  1991.  301  p.  (Hearing,  Senate,  101st 
Congress,  2nd  seesion,  S.  Hrg.  101-1286) 
•Serial  do.  lOl-ir 


Prescription  drug  cosU:  the  growing  burden  for  older  Americans.  Hesring,  lOOth 
Congress,  1st  session.  August  27,  1987.  Washington,  G.P.O.,  1988.  37  p.  (Hearing, 
Senate,  lOOth  Congreee,  1st  seeeion,  S.  Hrg.  100-408.) 
•Serial  DO.  100-12.* 

Hearing  held  in  Little  Rock,  Arkansas. 


Preecription  drugs  and  the  elderly:  the  high  cost  of  growing  old.  Hearing,  100th 
Congreae,  1st  aeesion.  July  20, 1987.  Washington,  G.P.O.,  1987.  168  p.  (Hearing, 
Senate,  100th  Congreee,  1st  seeeion,  S.  Hrg.  100-297) 
•Serial  no.  100-9.* 


Rising  medigap  premiums:  symptom  of  a  failing  system?  Hearing,  101st  Congreas,  2nd 
eeaseion.  Jan.  8,  1990.  Washington,  GP.O.,  1990.  90  p.  (Hsaring,  Senate,  101st 
Congreee,  2Dd  eeeeion,  S.  Hrg.  101*663) 
•Serial  DO.  101-16* 
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UJ3.  Congmtiooal  Budget  OfTic*. 

SubtidiM  under  Medicare  and  the  potentUl  for  diMnroIlmeDt  under  a  voluntary 
cataatrophic  program.  Washington,  Congreaeional  Budget  Office,  1989.  37  p. 

"Much  of  the  diMatiifaction  cxpreeeed  by  [Medicare]  enrolleea  center*  on  the  aet*i 
financing  provision*,  aepecially  its  incoDM^relatad  (or  *«uppl«menta]*)  premium  .... 
Hiia  paper  *si>**et  the  likely  response*  by  enroUeea  under  two  alternative 
propo*ala-on*  that  would  transfer  all  MCCA  benefit*  and  premiums  to  a  separate  and 
voluntary  program,  and  one  that  would  link  MCCA  benefit*  and  premium*  to 
enrollment  in  Part  B  so  that  MCCA  premium*  could  be  avoided  only  by  forgoing  all 
Part  B  benefit*.' 

UJ3.  Dept  of  Health  and  Human  Service*. 

Catastrophic  illnee*  expeneee;  report  to  the  President.  Wa*hington,  The  Department, 
1986.  117  p. 

Partial  content*,-Tha  current  health  care  system  and  the  problem  of  catastrophic 
ex]}ense*.-Coverage  and  risk  patterns:  acute  care  for  the  elderly.-Long  term  care  for 
the  elderly.-Coverage  and  risk  patterns:  the  working*  age  population, -Catastrophic 
illness  coverage  policy  options.-More  complete  coverage  of  cataatrophic  illne**  expense 
for  Americans:  recommended  atrateg/. 

VS.  General  Accounting  Office. 

Medicare:  comparison  of  catastrophic  health  insurance  proposals;  briefing  report  to  the 
chairman.  Select  Committee  on  Aging,  House  of  Representative*.  June  19,  1987. 
Washington,  GA.O.,  1987.  38  p. 
"GAO/HRD-87-92BR,  B-22639(r 

'Focuses  on  legislative  proposals  to  provide  catastrophic  coverage  to  Medicare 
beneficiarie*." 

Medicare:  comparison  of  catastrophic  health  insurance  propotals-an  update;  briefing 
report  to  the  Chairman,  Select  Committee  on  Aging,  House  of  Representativea. 
Oct.  16,  1987.  Wsshtngton,  GAG.,  1987.  U  p. 
•GAO/HRD-88-19BR,  B-226390" 

Updates  a  'report  comparing  Medicare  catastrophic  health  insurance  proposals  to 
include  H.R.  2470  [Medicare  Catastrophic  Protection  Act  of  1987],  as  passed  by  the 
House  on  July  22, 1987  and  S.  1127  [Medicare  Catastrophic  Loss  Prevention  Act  of 
1987],  as  reported  by  the  Senate  Committee  on  Finance  on  July  27,  1987." 


Medicare  catastro^jhic:  roll  back  of  premiums  on  schedule;  report  to  congressional 
requesters.  Mar.  16,  1990.  Washington,  GA.O.,  1990.  10  p. 
■GAO/lMTEC-90.30,  B-238519" 

S3  A  was  not  able  to  stop  withholding  catastrophic  coverage  payments  between 
January  ;<nd  April  1990,  and  will  issue  two  refund  checks,  which  "may  be  SSA's  best 
solution  but  will  cnat  about  %49  million  ....  The  absence  of  well  organized  computer 
programs  ane::ted  SSA's  ability  to  quickly  reverse  the  process.' 


Medicare  Catastrophic  Act:  estimated  effect*  of  repeal  on  Mcdigap  premiums  and 
Medicaid  costs.  Nov.  6,  1989.  Washington,  GA.O.,  1989.  9  p. 
'GAO/HRD-90-48FS,  B-236852' 

Survey*  "commercial  Medicare  supplemental  insurance  (Medigap)  companies  and 
state  Medicaid  agencies  to  obtain  their  estimates  of  the  effect  that  repeal  of  the 
Medicare  provisions  of  the  Medicare  Catastrophic  Coverage  Act  of  1988  (MCCA)  would 
have  on  Medigap  premiums  and  Medicaid  budget*.* 


Medicare  Catastrophic  Act:  option*  for  changing  financing  and  benefits;  report  to  the 
chairman,  Committee  on  Ways  and  Means,  House  of  Representatives.  Sept  16,  1989. 
Washington,  GA.O.,  1989.  23  p. 
"GAO/HRD-89-156,  B-236852" 

In  summary,  there  are  no  painless  ways  to  reduce  beneficiary  funding  .... 
Repeal  of  the  program  would  increase  the  federal  deficit  for  Gramm-Rudman-HoIIings 
(Public  Law  100*119)  deficit  reduction  purposes  for  the  next  few  years.' 
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UJS.  employeM  health  btoefltc:  rebate  for  duplicate  Medicare  coverage;  report  to 
congreatiODal  i«iu«atars.  Mar.  23, 1989.  Waahington,  0A.0.,  1989.  9  p. 
■GAO/HRim^,  B.231302" 

Thia  report  providea  infonnation  on  duplication  of  beneflta  provided  under  the 
Federal  Emplojraaa  Health  Benefita  Program  (FEHBP)  and  the  Bledicara  Catastrophic 
Coverage  Act  of  1988.  It  alao  aaaeaeaa  whether  the  FEHBP  rabaU  amount  for 
duplicate  ooiverage  la  aat  at  an  appropriate  amount  for  1989." 

U^.  Preaident  (1981-1989 :  Reagan) 

Propoaed  !egialatioa~*lf  edicare  Cataatrophic  lUneaa  Coverage  Act";  meaaage  from  the 
Preaident  of  the  United  Statae  trananitting  a  draft  of  propoaed  lepalation  to  provide 
for  Medicare  Cataatrophic  lUneae  Coverage  and  for  other  purpoaea.  Waahington, 
GJP.O.,  1987.  8  p.  (Document,  Houae,  100th  Congreaa,  let  aeeaion,  no.  100-36) 

Wagner,  Lynn. 

AARP  recovering  firom  catattrophic  defeat  Modem  healthcare,  v.  20,  July  23,  1990: 
42,44. 


Cataatrophic  collapae:  it  ia  a  millatone  or  a  mileetone  for  health  policy  evolution? 
Modem  healthcare,  v.  19,  Oct  20, 1989:  20-23. 

What'e  right/wrong  with  the  drug  benefit  of  the  Medicare  Catastrophic  Coverage  Act 
commentary.  American  pharmacy,  t.  NS29,  June  1989:  39-41. 

Jamee  Sammona  of  the  American  Medical  Aaaociation,  Dee  Fenater,  of  the  Generic 
Pharmaceutical  Industry  Aaaociation,  and  (jerald  Moaiinc^off,  of  the  Pharmaceutical 
Manufacturers  Aaaociation^  offer  comments  on  the  1988  version  of  the  Medicare 
Cataatrophic  Coverage  Act  as  it  waa  signed  into  law. 


C.  LONCmUl  CABE 

Adams,  E.  Kathleen.  Meinera,  Mark  R.   Burwell,  Brian  O. 

Aaaeat  spendslown  in  nursing  homes.  Medical  care,  v.  31,  Jan.  1993: 1-23.  * 

"The  iaaue  of  bow  many  elderiy  are  aHected  by  catastrophic  nursing  home 
expenses  is  a  nuyor  part  of  the  debate  over  if  and/or  how  to  reform  long-term-care 
finanacing.  CkirrenUy,  there  ia  some  diacuaaion  regarding  the  magnitude  of  this 
catastrophic  event  referred  to  as  *aaeet  apend<down\  among  the  elderly.  National  data 
euggeat  the  magnitude  ia  small,  while  atate-apecific  atudiea  indicate  it  is  greater." 

Arling,  Greg.  Hagan,  Shelley.  Buhaug,  Harald. 

The  feasibility  of  a  public-private  long-term  care  financing  plan.  Medical  care,  v.  30, 
Aug.  1992:  699-717. 

"In  thia  study,  the  feaaibility  of  a  public-private  long-term  care  (LTO  financing 
plan  that  would  combine  private  LTC  insurance  with  special  Medicaid  eligibiUty 
requiremente  waa  aaaeeaed.  Hie  plan  would  alao  raiae  the  Medicaid  aaaet  limit  from 
the  current  $2,000  to  the  value  of  an  tndividual*a  insurance  benefita.  After  using 
benefits  the  individual  could  enroll  in  Medicaid.  Thua,  insurance  would  substitute  for 
asset  spend<down,  protecting  individuala  against  catastrophic  costa.  TUa  financing 
plan  waa  ana^ned  through  a  computer  model  that  aimulated  lifetime  LTC  uaa  for  a 
middle-income  age  cohort  beginning  at  66  years  of  age." 

Ball,  Robert  M.  BetheU,  Thomas  N. 

Because  we're  all  in  thia  together,  the  ease  for  a  national  long  term  care  insurance 
policy.  Washington,  Familiea  USA.  Foundation,  1989.  118  p. 

Contenta.~Long  term  care:  where  we  are  now.— Long  term  care  in  perspective: 
when  a  problem  baeomea  a  crisis.-Medicare:  a  hole  in  the  umbreIla.~Madicaid:  a  long 
term  care  policy  by  defauIt-Private  insurance:  'Why  can't  I  just  buy  an  inaurance 
poUeyT'-Devaloping  a  long  term  care  policy:  where  do  we  go  from  here? 

Binstock,  Robert  H. 

Aging,  disability,  and  long-term  care:  the  politica  of  common  ground.  Ctenerations,  t. 
16,  winUr  1992: 83-88. 

"Long-Urm-care  axpanaion  is  a  hig^  priority  coocem  of  both  older  persons  and 
younger  disabled  persons,  and  a  relatively  promising  goal  to  pursue  in  the  1990s.  It  is 
only  one  example,  however,  of  how  the  two  constitusndee  mi^t  coaleace  for  effective 
political  acttoix  Other  policy  goals  can  be  eimilarty  pursued  by  translating  abstract 
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principle*  of  mutual  concern  into  campaigoi  of  practical  action  for  placing  apecific 
policy  propoaali  on  the  public  agenda,  and  working  for  their  adoption." 

Buchanan,  Robert  J.   Madel,  R.  Peter.  PerMns,  Dan. 

Medicaid  payment  poHciet  for  nuralng  home  care:  a  national  aurvcy.  Haalth  care 
rinancing  review,  v.  13,  fall  1991:  65-72. 

"Thia  reaeorch  give*  a  comprehenaive  overview  of  the  nurting  home  payment 
methodologiea  uaed  by  each  Sute  Medicaid  program.  To  preaent  thia  comprehenaive 
overview,  1988  data  were  collected  by  aurvey  from  49  Sutee  and  the  Diatrict  of 
Columbia.  The  literature  waa  reviewed  and  integratad  into  the  atudy  to  provide  a 
theoretical  framework  to  analyze  the  collected  data.  The  data  are  organized  and 
preaented  aa  fellowa:  payment  levela,  payment  methoda,  payment  of  capital«relatcd 
co4t«,  and  incentive!  in  nuraing  home  payment  We  conclude  with  a  diacusaion  of  the 
impact  theae  different  methodologiea  have  on  program  coat  containment,  quality,  and 
recipient  acceaa.' 

Burke,  Thomaa  P. 

Altemativea  to  hoapitai  care  under  employee  beneOt  plana.  Monthly  labor  review,  v. 
114,  Dec.  1991:  9.15. 

"Aa  hoepital  coeta  rise,  employer-provided  health  care  plana  are  offering  increaaed 
coverage  for  alternative  care,  auch  aa  akilled  nuraing  aervicea,  home  health  care,  and 
hoapice  care.' 

Crown,  William  H.   Capitman,  John.   Leutz,  Walter  N. 

Economic  rationality,  the  aflbrdability  of  private  long-term  care  iniu ranee,  and  the  role 
for  public  policy.  Gerontologi»t,  v,  32,  Aug.  1992:  478-485. 

"Fint,  we  preaent  a  conceptual  model  of  individual  demand  for  private  LTC 
inaurance  in  order  to  identify  a  let  of  conaiderationa  influencing  demand  that  includeai 
but  ia  not  limited  to,  the  afTordability  of  private  LTC  inaurance.  The  aecond  aima  to 
implement  the  model  to  provide  new  empirical  eatimatea  of  the  demand  for  private  Itc 
inaurance.' 

Friedland,  Robert  Bruce. 

Facing  the  coata  of  long-term  care,  Waahington,  Employee  BeneHt  Re&earch  Inatitute, 
1990.  365  p.  (An  EBRI-ERF  policy  atudy) 

Gravelle,  Jano  G.   Taylor,  Jack. 

Financing  long-term  care  for  the  elderly.  National  tax  journal,  v,  42,  Sept.  1989:  219- 
232. 

Harrington,  Charlene. 

A  national  long-term  care  program  for  the  United  Statea:  a  caring  viaion.  JAMA 
[Journal  of  the  American  Medical  Aaaociation],  v.  2G6,  Dec.  4, 1991:  3023-3029. 

The  Financing  and  delivery  of  long-term  care  (LTC)  need  aubctantial  reform. 
Many  cannot  afTord  eaaential  aervicea;  age  reatrictiona  often  arbitrarily  limit  acceaa  for 
the  nonelderly,  although  more  than  a  third  of  tbo»e  needing  care  are  under  65  year* 
old;  Medicaid,  the  principal  third-party  payer  for  LTC,  ia  biaaed  toward  nuraing  home 
care  and  difcouragea  independent  living;  informal  care  provided  by  relativea  and 
frienda,  the  only  asaiatance  uaed  by  70%  of  thoae  needing  LTC,  ia  neither  aupported 
nor  encouraged;  and  inaurance  coverage  often  excludea  critically  important  aervicea 
that  {all  outaids  narrow  definitiona  of  medically  neceaaary  care.  We  deacribe  an  LTC 
program  designed  aa  an  integral  component  of  the  national  health  program  advanced 
by  Phyaiciana  for  a  National  Health  Program.  Everyone  would  be  covered  for  all 
medically  and  locially  neceaaary  aervicea  under  a  ainglc  public  plan,  federally  mandated 
and  funded  but  administered  locally.' 

Horkitz,  Karen. 

Long-term  care  financing  and  the  private  inaurance  market.  Waahington,  Employee 
Benefit  Reaearch  Institute,  1991.  24  p.  (EBRI  iaaue  brief,  no.  117) 

'Aside  from  informal  care  provided  in  the  community,  the  current  system  of 
financing  long-term  care  dependa  on  the  Medicaid  program  and  individual  financing. 
Isauea  confronting  thia  system  include  the  potential  depletion  of  personal  aaaeta,  a  biaa 
toward  institutionalization,  and  rulea  that  allow  relatively  wealthy  individuals  to 
become  aligiblt  for  Medicaid.' 

H(ver,  Robert  G. 

Private  insurance:  where  doea  long*term  cars  fit  in?  Caring,  v.  8,  Apr.  1989:  12*15. 
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"Private  LTC  incurance  may  never  be  a  total  •olution  to  the  LTC  CnaodDg 
problem;  but  it  can  play  an  important  role  by  protecting  a  lignincant  number  of  people 
agaioft  potentially  ruinoua  LTC  coits  and  by  giving  them  the  freedom  to  cbooae 
between  institutionalization  and  home  care  on  the  basis  of  their  n«eds  and 
prefereocaa* 

Jacobs,  Bruce.  Weissert,  William  G. 

Helping  protect  the  tiderly  and  tha  public  against  the  catastrophic  costs  of  long-term 
cara.  Journal  of  poU^  analysis  and  management,  v.  6,  winter  1986:  378-383. 

Points  out  that  *tha  number  of  older  people  who  require  long-term  care  will 
increase  steadily  in  the  decades  to  come.  Reverse  mortgages  could  substantially 
improve  the  monthly  budgets  of  those  most  likely  to  need  extended  care,  who  are  also 
least  likely  to  have  othsr  income  and  liquid  assets  to  pay  for  it.' 

Japanese,  American  approaches  differ  on  aging,  long-term  care.  Washington,  Japan 
Economic  Institute,  1992.  19  p.  (JEI  report  no.  14A) 

'A  different  outlook  by  Japanese  and  Americans  toward  aging  strong  influences 
preparations  for  life  in  a  society  that  has  more  senior  citizens.  This  preparedness 
involves  Hnancis]  planning  by  ^overzunents  as  well  as  individuals.  Americans,  whose 
fears  center  on  the  cost  of  care,  as  a  whole  save  less  than  the  Japanese  and 
increasingly  have  looked  to  government  to  help  provide  financial  protection  for 
long-term  care.  Older  Japanese-who,  because  of  steady  savings  and  a  national  health 
insurance  program,  wrorry  somewhat  less  about  the  cost  of  care-instead  are  concerned 
about  whether  tha  infrsstructure  for  caregiving  is  adequate." 

Kemper,  Peter.   Murtau^,  Christopher  M. 

Lifetime  use  of  nursing  home  care.  New  Eni^and  journal  of  medicine,  v.  324,  Feb.  28, 
1991:  595-600. 

'Our  projections  indicate  that  over  a  lifetime,  the  risk  of  entering  a  nursing  home 
and  spending  a  long  time  there  is  substantial.  With  the  elderly  population  growing, 
this  has  important  implications  for  both  medical  practice  and  the  financing  of 
long-term  cars.' 

Kim,  Howard 

Long-term  care  chains  retrench  to  stem  losses.  Modem  healthcare,  v.  20,  May 

1990:  66-76. 

Kom,  Kristine.  Iverson,  Laura  Himes.  Pastor,  Bill. 

The  need  to  rafonn  the  long-term  care  system.  Caring,  v.  8,  Aug.  1989:  42-44,  46.  48. 
60^1. 

Th%  article  discusses  bow  long-term  care  services  are  fragmented,  how  the  system 
is  hissed  toward  acute  care  and  institutionalization,  and  how  sl^rocketing  health  and 
long-term  care  coate  cause  hi^  out-of-pocket  costs  for  the  elderly,  thrasten  the 
viability  of  Medicare  and  Medicaid,  and  burden  employers.  Th<i  paper  concludes  with  a 
csll  for  long-term  care  reform.' 
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Kofterlitz,  Julie. 

MiddleH:l«M  Medicaid.  National  Jounial,  v.  23,  Nov.  9,  1931:  2728-  2732. 

"Medicaid  wai  designed  to  help  the  aation'i  poor.  But  with  help  from  government 
and  imart  lawyers,  relatively  well-to^o  Americana  are  finding  new  wayc  to  have  the 
program  pick  up  ttieir  nursing-home  hilli.* 

Leutx,  Walter.  Abrahams,  Ruby.  Capitman,  John. 

The  administration  of  elif^bili^  for  community  long-term  care.  Gerontologist,  v.  33, 
Feb.  1993:  92-104. 

"Eligibility  assessment  systems  for  community  long-term  care  vaiy  widely  across 
current  programs  funded  by  states  and  Medicaid  and  in  proposals  to  expand  federal 
funding.  Improved  equity  and  efficiency  in  both  current  and  proposed  programs  will 
require  better  specification  of  eligibility  criteria,  timing  and  setting  of  assessments, 
language  of  assessment  items,  training  of  assessors,  procedures  for  appeal  and  review, 
and  consideration  of  the  costs  of  care  management.  Recent  research  and 
demonstrations  provide  models  and  technolog/  for  more  uniform  approaches  in 
national  programs.' 

LifePIans,  Inc. 

Who  buys  long-term  care  insurance?  Washington,  Health  Insurance  Association  of 
America,  1992.  81  p. 

'Based  on  a  national  survey  of  persons  who  bought,  or  chose  not  to  buy, 
individual  or  employer-sponsored  long-term  care  insurance  in  1990,  it  presents  findings 
related  to  their  socio-demographtc  characteristics,  their  attitudes  about  long-term  care 
riskB  and  private  insurance,  and  their  attitudes  about  various  government  roles  in  the 
area.' 

Long-term  core  financing.  Generations,  v.  14,  spring  19S0:  whole  issue  (p.  2-78) 
Partial  contents. -Which  way  for  long- term-care  financing  by  Joshua  M. 
Wiener.-Diapclling  some  myths:  a  comparison  of  long-tfirm-care  financing  in  the  U.S. 
&  other  nations.-A  review  of  national  opinion  surveys.-The  politics  of  long-term 
care.-Public  i.nsurancc  options.-State  community-based  care  systems  -The  report  of 
the  Advisory  Panel  on  Alzheimer's  Diseaae.-The  On  Lok  Model:  consolidating  care  & 
financing. 

Mahoney,  Kevin  J. 

Financing  long-term  care  with  limited  resources  of  the  public  and  private  sectors. 
Journal  of  aging  &  social  policy,  v.  4,  no.  1-2, 1992:  35-50. 

'Under  Connecticut's  recently  implemented  public/private  partnership  to  finance 
long-term  care,  individuals  wilt  nu  longer  need  to  impoverish  themselves  in  order  to 
receive  Medioud  assistance.  To  encourage  those  people  who  can  afford  to  buy  a 
private  long-term  care  insurance  policy  to  do  so,  the  state  promises  to  shield  one  dollar 
in  assets  from  Medicaid  'spend-down'  rules  for  every  dollar  a  private  policy  pays  out 
for  Medicaid-co^ered  services. 

McCall,  N.   Knickman,  J.  Bauer,  £. 

A  New  approach  to  long-term  care.  Health  affairs,  spring  1991:  164-176. 

Merrill,  Jeffrey. 

A  test  of  our  society:  how  and  for  whom  we  finance  long-term  care.  Inquiry  (Chicago), 
V.  29,  summer  1992:  176-187. 

'Financing  long-term  care  remains  an  issue  of  great  national  interest,  but  little 
action.  This  lack  of  action  is  due  to  a  lack  of  consensus  regarding  both  what  they 
mean  by  long-term  care  and  what  roles  the  private  and  public  sector  should  play. 
Different  solutions  have  been  offered,  some  focusing  on  the  public  sector  and  others  on 
the  private.  The  reality  is  that  financing  the  needed  care  will  require  participation  of 
both  sectors,  as  well  as  a  redefinition  of  their  roles  that  makes  them  complementary 
rather  than  competitive,  as  is  now  the  case.' 

Murtaugh,  Christopher  M.   Kemper,  Peter   Spillman,  Brenda  C. 

The  Risk  of  nursing  home  use  in  later  life.  Medical  care,  v.  28,  Oct.  1990:  952-962. 

"Because  individuals  now  turning  65  have  a  longer  life  expectancy  than  the 
persons  studied,  they  face  an  even  higher  remaining  lifetime  risk  of  nursing  home  use 
(43%).  Assuming  that  past  utilization  patterns  will  continue,  over  half  of  the  women 
and  almost  one-third  of  the  men  turning  65  in  1990  can  expect  to  use  a  nursing  home 
sometime  before  they  die. 
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Hm  Needs  of  tha  tldcrly  to  th«  2Ut  century.  SheiU  R  Zedlewtki,  et  al.  WMhincton, 

Urban  InatituU  Praae;  Unham,  IfD,  Dutributed  by  Umvenity  Pnae  of  AiiMnea,  1990. 
340  p.  (Urban  loetituto  report,  0697-7399;  90«) 

Pepper,  Claude. 

Adding  indifence  to  iiyuiy:  America's  kAf-term  ineurmnoe  gap.  Joumel  of  lecialatkn, 
16,  no.  1, 1988:  16.27. 
"Hopefully,  Concrees  will  enact  legislation  which  can  help  us  to  a«t  in  peace,  free 
from  the  fear  of  finenrial  devastation  due  to  long-term  illnees.  No  one  in  America  will 
go  bankrupt  financing  auch  e  program~but  most  Americans  will  contmue  to  face 
bankrupt^  without  it  Could  ai^  choice  be  more  dear?" 


Long-term  care  insurance:  the  Grst  step  towards  oomprebensive  health  inaurance. 
Caring,  v.  8,  Apr.  1989:  4-8,  10. 

This  nation  has  debated  the  merits  of  a  comprehensive  health  care  plan  for  over 
fifty  years.  The  time  has  come  for  action>-the  creation  of  a  meaningful  long-term  care 
benefit  will  signal  an  important  step  toward  that  goal.' 


Long-term  care  insurance:  the  first  step  toward  comprehensive  health  insurance. 
Journal  of  aging  it  social  policy,  v.  1, 1989:  9-15. 

long-term  care  is  alive  as  a  political  issue.  It  is  alive  as  a  concern  of  young 
end  old  alike.  No  one  in  America  will  go  bankrupt  financing  a  comprehensive 
home  care  program  like  that  put  forth  in  HR  3436-but  many  Americans  will 
continue  to  face  bankruptcy  without  it.  This  nation  has  debated  the  merits  of  a 
comprehensive  health  care  plan  for  over  50  years.  Hie  time  has  come  for  action, 
and  creation  of  a  meaningful  long-term  care  benefit  will  signal  an  important  step 
toward  that  goal.' 

Policb,  Cynthia  L. 

Financing  long-term  care:  the  role  of  the  Federal  government  Caring,  v.  8,  Apr. 
1989:  16-19,  22-23. 

"While  it  may  be  appropriate  for  insurance  companies  to  develop  products  for 
the  small  proportion  of  the  population  who  are  willing  and  able  to  afford  them, 
this  does  not  mean  that  the  needs  of  current  elderly,  and  those  people  who  will  be 
unable  to  purchase  private  policies  in  the  future,  should  be  set  aside  and  tha  need 
for  an  improved  public  system  ignored.' 

Rivlin,  Alice  M.  Wiener,  Joshua  M. 

Caring  for  the  disabled  elderly:  who  will  pay?  Washington,  Brookings  Institution. 
1988.  318  p. 
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Rowland,  DUm. 

Halp  ftt  hocM:  long-Unn  cast  MtuUoes.  for  impairtd  tidei  V  V^P^  M^vag  aloM;  a 
nport  of  th«  CommonwMlth  Fund  Cominiauon  oq  EUdarly  P«opIt  Uviag  Alon*. 
Baltimor*,  The  CommiatioD,  1989.  72  p. 

TtM  Commiaaion  raeomiMnda  that  axpAodad  M«dic«rt  financing  for  bom*  cara 
and  adult  di^  eart  aanrieaa  b*  proridad  for  tha  l.«  million  aldarly  paopta  who  ara 
aavaraly  iixq>airad,'  to  •upplamant  privata  altamativaa. 

Rubin,  Roaia  M.  Wiaoor,  Joahua  U.  Mainara,  Uark  R. 

PriTate  kmf-tann  care  inauranca.  Madi«al  eara,    27,  Feb.  1989: 182-193. 

Raaeartb  "raaulta  indieaU  1)  tha  poiantial  markat  for  privaU  long-Urm  care 
inauranca  ia  aubatantial,  2)  modarataly  comprehenaive  loof^tann  cara  poUdaa  arc 
afibrdabla  by  a  iigniHcant  minority  of  tba  eldarly,  3)  poUdaa  are  eonaidarably  more 
afTordabla  to  tboaa  under  ago  65,  and  4)  long'tarm  cara  inauranca  baa  aomawbat  laaa 
potantial  to  pay  for  nuraing  boma  coata  for  hi^  riak  groupa  than  for  otbar  aldarly.' 

Scbneider,  Edward  L.  Guralnik,  Jack  M. 

Tba  aging  of  America:  impact  on  health  care  coata.  JAMA  [Journal  of  the  American 
Medical  AsMciation],  v.  263,  May  2, 1990:  2335-2340. 

The  rapid  growth  of  the  oldeat  age  groupa  will  have  a  miyor  impact  on  future 
health  care  coata.  We  uae  current  US  Canaua  Bureau  projectiona  for  the  growth  of  our 
oldeat  age  groupa  to  project  future  coata  for  Medicare,  nuning  bomaa,  dementia,  and 
hip  fracture*.  Without  migor  changea  in  the  health  of  our  older  population,  theae 
health  care  coeta  will  eacalate  enormoualy,  in  large  part  at  a  reault  of  tha  projected 
growth  of  tha  'oldeat  old,'  thoae  aged  85  yaara  and  above." 

Sharfatein,  Steven  S.  Stoline,  Anne  M.  Goldman,  Howard  H. 

Paychiatric  care  and  health  inauranca  reform.  American  journal  of  paychiatry,  v.  160, 


"Principlea  for  a  more  equitable  design  of  mental  health  benefita  include  a 
non^discriminatory  approach;  payment  on  the  baaia  of  aervice  rather  than  diagnoiit; 
application  of  coat  containment  for  care  of  mental  illneaa  on  the  aama  baaia  aa  care  of 
general  medical  illneu;  retention  of  the  public  aector  aa  a  backup  eystem  for  high-coat, 
long-term  care;  encouragement  of  lower-coat  altcmativaa  to  the  hoapital  throu^  the 
development  of  a  continuum  of  care;  and  a  recognition  of  tba  diatinction  between 
p^chotherapy  and  medical  management.  All  current  approachea  to  univeraai  health 
cara  fall  ehort  of  theae  principlea.' 

Somen,  Anne  R. 

Inauranca  for  long*tenn  care:  acme  deftnitioni,  problema,  and  guidelinea  for  action. 
New  En^and  journal  of  medicine,  v.  317,  July  2, 1987:  23-29. 

"The  coata  of  long<term  care  abould  and  will  almoat  certainly  continue  to  be  met 
throu^  multiple  iourcei  (including  penonal  iavinga,  family  reaponaibility,  private 
insurance,  and  atate  and  local  aaaistancc),  but  federal  leaderehip,  atandarda,  revenue 
collection,  and  lome  form  of  coordinating  framework  are  eaaential  for  equitable  acceaa; 
adequate  riak  pooling,  income,  and  beneftta;  continuity  of  care  and  recorda;  and 
avoidance  of  waateful  duplication." 

Somera,  Anne  Ramsay.  Speara,  Nancy  L. 

The  continuing  care  retirement  community:  a  lignificant  option  for  long-term  care? 
New  York,  Springer  Pub.  Co.,  1992.  206  p. 

State  Perapectivea  on  I^ong-Term  Care  Management  Syatema:  Implicationa  for  Federal 
Policy:  a  Conference  (April  4,  1991).  Prepared  by  Health  Syetema  Reeearch,  Inc. 
Waahington,  American  Aaaociation  of  Retired  Penoni,  Center  on  Elderly  People  Living 
Alone,  1991.  21  p.  (AARP,  Public  Policy  Institute  no.  9107) 

Comparea  State  experiencea  in  long-term  care  mani^ment  and  cara  management 
componenta  of  Federal  long-term  care  legislative  propoaals. 

Tilly,  Jane.  Stucki,  Barbara  R. 

International  perspectives  on  long-term  car*  reform  in  the  United  Stataa.  New 
England  journal  of  human  servicea,  v.  10, 1991:  3-12. 

'Policymaker*  in  the  United  States  need  to  examine  the  programa  other 
countries  have  implemented  to  combat  biaa  toward  itutituttonalization  and  the 
inadequacy  of  personal  care  aervicea.  A  detailed  evaluation  of  recent  efforta  by 
Auatralia,  Japan,  and  Israel  would  provide  tba  United  SUtaa  with  valuable 


Jan.  1993:  7-18. 


S33 


tDsighU  about  th*  poMtbto  outeooM  of  tpandinf  hooM  a&d  commuiuty  MrrioM  in 
this  oountiy.* 

U^.  Congrtw.  Houm.  ConunittM  on  Eneror  uid  ComiDtrc*.  SubcommittM  oo 
Comm«re«,  Coomixat  Protoctioa,  and  CoaipttitiT*OM». 
Lon(-Unn  car*  iiwuraon  ttandanU.  Umxiog,  102nd  CoogreM,  1st  MMion  on 
HiL  1206,  HJL  1916,  and  HJt  2378.  Oct,  34, 1991.  WMhington,  GP.O.,  1992. 
173  p. 

*BilI«  to  r«cuUt«  loag^ans  ear*  inMiranea  poUctat,  to  allow  tax-frta 
diatributkoa  from  IRA*«  for  purcbaa*  oCkNaf>tann  cart  inauranca  hj  eartain 
indtYiduala,  and  to  aataNiah  Fadaral  atandardi  for  loof-tann  car*  iiMurane* 
poUdaa. 

"Safial  no.  102-87" 

U.S.  Congraa*.  Houat.  Conuaittae  on  Wi^ri  and  Uaana. 

Long-term  itrategia*  for  health  care.  Hearing,  102nd  Congreae,  lat  aaaaion.  Apr. 
16-25, 1991.  Washington,  GP.O.,  1992.  851  p. 
•Serial  102^ 

U.S.  Congreaa.  House.  Coaunittee  on  Ways  and  Means.  Subcommittee  on  Health. 

Long-term  care;  and  proposals  to  improve  Medicare's  skilled  nursing  facility  and  boms 
health  benefits.  Hearing,  102nd  Coognas,  1st  session.  Mar.  4, 1991.  Waahington, 

GP.O..  1991.  153  p. 
-Serial  102-15' 

Includes  H     651,  the  comprehensiv*  MediPlan  Long-Term  Caro  Act  of  1991  and 
incremental  proposals  to  improve  these  baneCts. 

US.  Congreaa.  House.  Select  Committee  on  Aging. 

Long-term  care:  a  Hsw  Jersey  perspective.  Hearing,  100th  Coogresa,  2nd  session. 
Washington,  GP.O.,  1988.  78  p. 

HsariDg  held  Apr.  22, 1968,  DuneUsn,  NJ. 

"Comm.  pub.  no.  100-65r 

U^.  Congress.  Houss.  Select  Committaa  on  Aging.  Subcommittee  on  Health  and 
Long-Term  Care. 

The  nation's  health  care  crisis:  the  long-term  care  gap.  Hearing,  102nd  Congress,  1st 
session.  Oct.  28, 1991.  Washington,  G.P.O.,  1992.  49  p. 

Hearing  held  in  Boaton,  Mass. 

'Comm.  pub.  no.  102-857* 

US.  Congress.  House.  Select  Committee  on  A^ng.  Subcommittee  on  Health  and 
Long-Term  Care. 

The  nation's  long-term  health  care  crisis.  Hearing,  102nd  Congress,  2nd  session.  Apr. 
24, 1992.  Washington,  Gi>.0.,  1992.  S3  p. 

'Comm.  pub.  no.  102-889" 

Hearing  held  in  Cleveland,  Ohio. 


Private  long-term  care  insurance:  unfit  for  sale?;  a  report  Washington,  GJP.O.,  1989. 
23  p. 

At  head  of  title:  committee  print. 
•Comm.  pub.  no.  101-714" 

Presents  results  of  GAO'e  investigation  of  the  "adequacy  of  long-term  are 
insurance  and  its  ability  to  provide  a  hedge  against  the  bankruptcy  cost  of  a  long 
term'illness."  Examines  the  extent  that  states  have  established  minimum  standards  for 
the  regulation  of  long-term  care  insurance. 
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lUduction*  in  long-Unn  CMn  fervictt:  a  mirviy  of  SUUi;  a  iurvey  pretenUd  by  the 
ChainiMn  of  tb*  Houm  S«lKt  CommittM  on  Afpni  and  ita  Suboommittaa  on  Haalth 
and  Long-Urm  Car*  and  SubeommitUt  on  Aginf  of  the  Senate  Comtnittaa  on  Labor 
and  Human  Raaoureaa,  102nd  CongrMa,  2Dd  aaMioo.  Waahington,  QP.O.,  1992.  lip. 

At  bead  of  title:  Committaa  print 

"Comm.  pub.  no.  102-S66* 

VS.  Congraaa.  Senate.  Committaa  on  Finance.  Suboommittae  on  Medicare  and 
LongoTerm  Care. 

Challenge  of  providing  long-term  health  care.  Hearing,  102nd  Congreaa,  2nd  aeasion. 
May  13, 1992,  Waihington,  G P.O.,  1992.  120  p.  (Hearing,  Senata,  102Dd  Congreea, 
2nd  aeaaion,  S.  Hrg.  102^76) 

Hearing  addreaaea  *an  overview  of  the  long-term  care  problem,*  for  *11  million 
American  adulta  and  children  who  have  the  dieabilitiea  and  illneaeea  that  require 
long-term  care.' 

Congreea.  Senate.  Committee  on  Labor  and  Human  Reaourcea. 
Public^rivate  partnerahipe:  innovative  approachea  to  long-term  care.  Hearing,  lOlat 
Congreaa,  let  oeasion.  Jan.  17, 1989.  Waihington,  GJ».0.,  1990.  133  p.  (Hearing, 
Senate,  lOlit  Congreea,  lit  leaaion,  S.  Hrg.  101-539) 
Hearing  held  in  Indianapolii,  IN. 

U.S.  Congreea.  Senate.  Pepper  Commiaaion. 

Long-term  care  and  acceaa  to  health  care:  examining  the  ecope  of  the  problema. 
Hearing,  lOlit  Congreae,  l«t  eeaeion.  Part  7.  Sept.  21,  1989.  Waihington,  G.P.O., 
1990.  209  p. 

Weiaeert,  William  G.   Mualiner,  Melissa  C. 

Accesa,  quality  and  coit  conaequencei  of  oue-miz  a^juited  reimbursement  for  nureing 
homes:  a  critical  review  of  the  evidence.  Washington  Center  on  Elderly  People  Living 
Alone,  American  Association  of  Retired  Peraons,  1992.  67  p.  (AARP  Public  Policy 
Institute  no.  9109) 

Partial  contents.-Design  considerations  in  case-mix  class ification.-The  Health 
Care  Financing  Administration  ca9?-mix  demonatration.-Overview  of  State  systfim*.- 
Evaluation  of  specific  systems  Illinois,  Maryland,  Minnesota,  New  York,  Ohio,  We«t 
Virginia,  San  Diego.-Conclusions  and  recommendations. -Resource  utilization 
groupa.-Hocpital-to- nursing  home  discbarge  delays. 
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A  GUmS  TO  INFORMATION  SOURCES 
on  the  1993-1994  Hi^  School  Debate  Topic 


INTOODUCnON 


Thif  reMarcfa  fuide  ideatifiM  woarem  of  informatioa  od  VS.  health  ewe  and  related  topics 
that  wUl  be  diacuaMdbjrhifhacbool  debater*.  It  dew^ibee  reference  and  reaearch  tool,  and 
iugge«ta  particular  aaarch  atrategiea  that  can  ba  ua«l  to  retriere  information  on  theae  topica. 
The  guide  ia  divided  into  two  parts:  the  first  part  describee  basic  reaearcfa  materiak,  and  the 
second  describes  apectalised  matehala  relating  to  the  issue  of  health  car*. 

In  some  cases,  search  terms  are  provided  for  each  reeolution  of  the  debate  topic.  In  other 
cases,  only  a  few  general  terms  on  the  topic  are  prorided.  TTiese  search  terms  are  not 
exhaustive.  The  primary  terms  are  included  to  help  the  debaters  begin  their  aearch  for 
supporting  materiala  on  the  range  of  issues  relating  to  health  cmn. 

The  individual  topics  are  closely  linked.  As  debaters  focus  on  individual  resolutions,  and 
on  the  general  issue  of  health  care,  they  wUl  also  need  to  scan  aelected  relevant  search  terms 
lilted  under  the  other  reaolutioDS. 

In  this  guide,  the  resolutions  are  referred  to  in  the  abbreviated  form  listed  below  in 
parentheses  following  each  resolution. 

NATIONAL  HEALTH  CARE:  How  can  the  Federal  Government  increase  access  to  health  care 
to  United  Stetea  citixens?  (Gaoarai) 

Resolved:  TTiat  the  Federal  Government  should  guarantee  comprehensive  national 
health  insurance  to  aU  United  Stotes  cttixeM.  (Health  innrmAoa) 

Resolved:  Hiat  the  Federal  Government  should  control  health  care  ooets  for  all 
United  Sutee  cttiMM.  OMked  aomoaiea) 

Resolved:  TTiat  the  Federal  Government  should  guarantee  catastrophic  health 
inauranee  to  aU  United  Stotes  citiMM.  (CatMtrophk;  faMdih  cara) 

Although  printed  sources  are  emphasised  in  this  guide,  debaters  should  also  take  note  of 
the  Federal  and  nongovernmental  organitationa  listed  in  the  guide.  Tbeee  oGTicea  may  be  able 
to  furnish  additional  information  or  publications  on  various  poliqy  options. 
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RESEARCH  SOURCES 

Thi»  ii  ft  liit  of  key  information  r««)UTC«i  dMcribwJ  in  thi*  guide,  and  the  page  where  each 
i«  deecribed. 

Academic  American  Encyclopedia  ® 

AgeUne  ]l 


AIDSLine 


19 


American  SUtiitica  Index  (ASI)   1^ 

Bell  and  Howell  Newipaper  Indexea  9 

Book*  in  Print  ® 


BRS  

Butinesa  Periodicala  Index   ° 

CIS  Index   }3 

Congressional  Index  ♦  

Congrewional  Quarterly  Weekly  Report  12 

Congreasional  Record  ^2 


Current  Law  Index 


8 


DauTimea  \^ 

Depository  Libraries  '•^ 


DL\LOG 


10 


Directory  of  Directories  ® 

Encyclopedia  Americana  ® 

Encyclopedia  of  Asaociation*  ® 

Federal  Depository  Library  Program  H 

Federal  Government  Agencies  22 

Federal  Register   ^2 

Government  Reports  Announcements  and  Index   H 

Health  Periodicals  Databa£e  

Health  Planning  and  Administration   13 

Index  To  Legal  Periodicals   ® 

Index  to  U.S.  Government  Periodicals   12 

Infotrac  n  }^ 

Legislation  Introduced  in  the  103rd  Congress   24 

Library  of  Congress  Subject  Headings   5 

Magazine  Index  • 

Magazines  and  Journals  on  Health  Care  20 

Mental  Health  Abstracts  19 

Monthly  Catalog  of  United  States  Government  Publications   H 

National  Journal  12 

National  Newspaper  Index  (microfilm)  9 

New  York  Times  Index  ^ 

Nevpsletters  20 

NEWSNET  1<* 

NEXIS/LEXIS  10 

NTIS  (National  Technical  Information  Service)   19 

Official  Washington  Post  Index  9 

Organizations  interested  in  health  care  reform  28 

President's  Task  Force  on  Health  Care  Reform   21 

Public  Affairs  Information  Service  (PAIS)  8 

Reader's  Guide  To  Periodical  Literature  8 

Sears  List  of  Subject  Headings   5 

Social  Science  Citation  Index   19 

Social  Sciences  Index  20 

SUtistical  Abstract  of  the  United  SUtes  13 

Statistical  Reference  Index  13 

University  Microfilms  Newspaper  Indexes   9 

VUTEXT  10 

Wall  Street  Journal  Index  9 

Weekly  Compilation  of  Presidential  Documents   11 

WilsonLine   10 

World  Book  Encyclopedia  6 
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PART  It  GENERAL  REFERENCE  SOURCXIS 


BOOKS 

Many  libnurtM  around  th«  country,  paxticuUriy  Urg»  academic  and  raaaarch  Ubrahaa,  uae 
Library  of  Congraaa  claaaification  numbtra  to  orfanisa  thair  collaetiona,  and  Library  of 
Congraaa  aul^^aet  h— Hingi  in  Uiair  catalogi.  Tb  laam  how  hooka  on  haalth  ear*  ara  caUgorixad 
in  thaaa  lihrariaa,  conault  tha  four-voluma  guida,  library  of  Congrem  Subject  Heading*.  It  ia 
uaually  kapt  naar  tha  card  catalog,  or  naar  tha  Urminala  for  an  automatad  catalog.  Tba  moat 
ralarant  L€  aulyact  haadingi  for  raaaarch  on  baalth  care  ara  Uatad  balow. 

GanenO: 

Child  haalth  aervicea  Poor~Madical  care 

Delivery  of  health  care  Ri^t  to  health  care 

Health  planning  Rural  health 

Health  aervicaa  accaaaibility  Rural  health  aervicea 

Medical  care  Rural  hotpitala 

Medical  lawa  and  legislation  Socially  diaadvantaged-Medical  care 

Medical  paraonnal  Teenagera-Medieal  care 

Mental  health  Woman's  baalth  aervicea 

Miooritiaa-Madical  care 


I:  Health  inanrancv: 

Children~U.S.-lDsurance  requirements  Medical  policy 

Health  maintenance  organixationa  Medical  policy-U5,-Busineaa  community 
Health  policy  participation 

Inauraoca,  haalth  Medically  uninsured  persona 

Insurance,  health-Government  policy  Social  medicine 

Insurance,  health-Law  and  legislation  Teenagera-US,-Insurance  requirements 

Medicaid  Women-U£.-Inauraoc«  requirements 

n*.  Medical  eoonomica 
Health  care  rationing  Medical  malpractice 

Medical  care-U£.-Co«t  control  Medical  technology 

Medical  care.  Coat  of  Pharmaceutical  industry 

Medical  aconomica  Quality  of  health  care 

ni:  CataatropUc  baalth  car« 
Aged-Medical  care  Long-term  care  of  the  sick 

Insurance,  Catastrophic  health  Medicare 

In  many  achool  and  public  libraries,  books  are  arranged  by  the  Dewey  Decimal  classifica- 
tion system.  In  these  libraries,  books  are  usually  assigned  subject  headings  from  the  Scan  liti 
of  Subject  Heading;  also  generally  found  near  the  card  catalog.  The  moat  relevant  terms  from 
this  resource  are: 

Elderly-Medical  care  Medical  aconomica 

Health  insurance  Medical  technology 

Long-term  care  facilitiea  Medicare 
Medicaid  Medicine-Law  and  legislation 

Medical  care  Physicians-Malpractice 
Medical  care-Coata  Social  medicine 

Many  \  health  care  are  aaaigned  the  Dewey  Decimal  number  of  362.1 


54 


64-300  0-93-18 


540 


If  70U  hmy  troubU  loc*tin<  bookt  that  nr*  Urt«l  hw*  or  in  <Ah»r  bibliocrttphk  •ourc««, 
Mk  your  librarian  about  Book*  in  Print  aod  about  intartibraiy  loan.  Books  in  Print  will  ba 
uaaAil  in  KkntiQricC  tha  iilifriini  of  puMiihari  for  tha  purchaaa  of  matariala,  and  in 
idaotii^rittf  additional  and  taent^y  publithad  booka.  Look  particuUriy  undir  tha  tanna: 

Haalth  maintwianfta  orcuiiaalKMM  lladieal  laws  and  Upalarton 

Inauranoa,  baalth  ICadical  policy 

MadiMid  Madicara 
liadicaleara  Uadtf^i 
Ifadical  acooonica 

lotarlibraiy  loan  may  maka  it  poaaibla  for  your  library  to  borrow  matariaU  you  faavt 
idcDtifiad,  but  that  your  Ubratydoaa  not  bar*  availabK  Aran  otbarlibrariM  Tba  ipacialixad 
catalog,  Medical  and  Htalth  Cart  Book*  and  SeriaU  in  Print,  wiU  aiao  ba  ywrj  uaaful  for 
raaaarr  hinf  thia  topic 


ENCYCLOPEDIAS  AND  DIBECTOBIES 

Eocyckipadia  atikte 

Artidaa  appear  in  World  Book  Sncyclopedia  under  Health,  Haalth  care  plana,  and  Haalth 
inauianoa,  Natioaal.  Tba  En/ydopedia  Americana  haa  related  entriea  for  haalth  care  undn* 
Health  and  eocial  w«U)ire,  Health  inauranoe,  Mart  ire  id  and  Medicare.  Th*AcadameAmer%ean 
Ktteydopedia  haa  artklea  on  Haaitb*caie  ajretama.  Haalth  iniuranee,  Haalth-mainteoanm 
oi^aniiatiooa.  Medicaid,  Medical  ethica,  Medicare  and  tba  Pbannaeeutical  tnduatiy.  Hie 
Eneydoptdiea  Britannica  '*  Uacnpcdia  haa  an  article  o n  Medicine  that  dieeuaaee  health  care. 
1992  editaooa  were  eooeultad. 


Eacycio|iadia  of  AaaocfaUtona 

lliia  annual  refareoee  aourcc  includea  information  on  over  30,000  national  and 
international  ofyuuxatioaa.  Hie  Kncycloptdia  of  AtmciationM  conaiata  of  three  Tolupiea;  the 
fiiat  Toluae,  which  haa  three  parte,  includae  deecriptaTe  entriea,  aa  well  aa  aulgect,  name,  and 
keyword  indexee;  the  aacond  Tolume  containe  indexea  allowing  eearrhea  feofraphic  location 
or  executive  offieen'  aumamea;  and  the  third  toIusw  haa  information  on  newly  formed  and 
newliy  founded  aaeodationa.  Thia  refereneaaourca  can  be  uaed  to  locate  a  variety  of  nonprofit, 
noDfw«mmeiital  orpuuxationa  in  tha  area  of  health  care. 

A  companion  volume  ia  the  Bncydopedia  of  AMtocia  ticn$-Intemational  OrgarUtationM. 
Tliia  work  providee  information  on  over  "9,000  international  nonprofit  membenbip 
organizatioDa,  including  multinational  and  binational  groupe  and  national  organixationa  baaed 
outaide  the  United  Statca,  concerned  with  all  aubjecta  and  areaa  of  activity.'  Part  1  ia 
eompriaed  of  deecriptive  tiatin^  and  Part  2  ie  indexea. 


DiTMtocy  of  Diractoriea 

Thia  publication  aervea  aa  a  guide  to  the  many  catalo^i,  encyclopedioa,  cbecklicta,  and 
other  comptlatir^na  of  information  that  axiet  in  priijt.  Any  publication  which  includea  addreeiee 
of  individiiala  or  orguiizatione  ia  eligible  for  iziduaion  in  thia  reaource.  It  liata  a  wide  range 
of  publieationa,  including  liata  of  cultural  inetitutione,  diractoriea  of  profeaaiooal  orfuisationa 
and  eodetiee,  and  memberahip  lieta  of  a  variety  of  apecial  intereat  groupe.  Thia  reeouroe  can 
be  uaed  to  locate  more  •nedaUxed  diractoriea  of  organixationa  and  individuala  involved  in  the 
field  of  health  care.  Entriea  are  grouped  by  autyect  categoriea,  and  the  publication  indudee  a 
title  and  a  autyect  index. 
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Awwricaw  librmiy  Dinwrtory  IMS-M 

£dH«d  aiyl  eompM  by  R  R.  B<mlon,  thit  dirMtofy  lijts  pubUe,  aeadt^^ 

fMgr^hkdly,  th*  tntmc  an  alphab^tiMd  by  SUto,  rtgion,  or  prorinc*;  tlMD  by  dty;  and 
fioaUy  by  th*  izwtitutioD  or  Ubrwy  nuM.  EotriM  indudt  th«  oaiM  and  ■ddi  tM  oftha  libraiy, 
namat  of  kay  ptraoniMl  and  iofonxiatioo  on  tha  Ubraxy't  boldinfi.  In  addition,  mott  tntriM 
provida  ioformatioD  on  aoma  or  all  of  thaaa  additional  araaa:  iseoma;  axpandituraa,  including 
salariM;  tubjact  intarMta;  aptdal  eoUactkMw;  witomatioo  and  publication. 


Citations  to  journal  artidet  and  other  material*  about  health  car*  can  b«  found  in  a 
number  of  printad  indazee  and  online  bibliographic  databaMt. 

The  materiala  covered  by  eelectad  printed  indczea  are  briefly  deecribed  here,  along  with 
recommendod  search  temui  for  each,  Printad  indexea  include  litta  of  periodicala  indexed  and 
tha  abbreviationa  referring  to  theea  publications. 

Online  bibliographic  databasea  art  usefiil  for  locating  citations  to  journal  articles  and 
other  materials  quickly  through  use  of  s  computer.  Online  databases  allow  the  reaearcher  to 
combine  search  terms  in  wsys  that  ar*  impossible  in  a  printed  index  or  libraiy  catalog,  and  to 
simultaneously  saaxch  material  that  would  be  contained  in  separate  printed  indexes  covering 
several  years.  Tb^  also  are  updated  more  fraquantiy  than  most  printad  tools.  Many  of  the 
printed  indexes  described  in  this  guide  are  alao  availabls  as  online  databases. 

Brief  descriptioDJ  of  some  migor  online  services  providing  access  to  bibliographic  databases 
are  providsd.  A  reference  librarian  can  advise  you  on  the  svailability  of  oomputeriied  search 
services  in  your  araa;  thero  is  often  a  fee  for  the  use  of  these  services. 

Periodicals  cited  frequentiy  in  the  bibliography,  or  with  tiUes  focused  parti cuUry  on  the 
topic,  may  be  usefbl  to  examine  for  the  most  recent  articles  sven  before  they  appear  in  the 
indexes.  Newsletters  and  publications  or  accessions  lists  ^m  private  organixations  may  be 
available  for  purchase  or  subscription.  Some  newsletters  may  be  available  free,  yet  most 
involve  a  fee.  For  newsletters,  oonault  VtwtUtUn  in  Print  or  Tht  Oxbridge  Directory  of 
Newilettcrt. 

Weekly  news  sources  include  Newnoeek,  StTtior  SchoUuttc^  Time,  and  US  New*  A  World 
Report;  monthly/quarterly  general  sources  include  Atlantic  Monthly,  Harpen,  Reader't  DigeMt 
end  law  journals. 

Selected  periodicals  in  the  health  care  field  are  listed  on  page  20. 

Magaaiaa  Index 

Magazine  Index  provides  citations  to  materials  in  over  400  popular  magazine*,  focusing 
on  coverage  of  current  aflairs,  leisure  time  activities,  arts,  sports,  and  science  and  technology. 
References  fzx>m  the  last  five  years  are  listed  alphabetically  by  subject  and  author  in  one 
alphabetical  displsy  on  the  Magaxine  index  microfilm  reader^terminal.  The  index  is  updated 
monthly,  snd  uses  Ubraiy  of  Congr«as  subject  headinp. 
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PtibUc  Affairs  laifonnatkNi  8«rvio*  (PAIS) 

PAIS  i»  •  iubi^ct  UMkz  of  bookf,  p«nphl«ti,  GorwnmMit  pubUc«tioni,  rtporta  of  puWic 
mod  pmU  iMnesM,  and  ptriodicid  •tiidm  wUtinf  to  poUticd,  •cooomic,  and  aooAl 
eooditk)Of^IwbUc«dmimrt»«twa.«wim  It  w  iawW  monOOr.  •'^ 

thn*  quarterly  cumuUtioQa  mod  an  annual  bound  volum*  with  an  author  indax.  Som*  March 
tarma  in  PAIS  induda: 

Drug  trada  Madical  Mnrioa,  rural 

Health  mamtaoanoa  organixationa  Uadieai  tachnolocr 

Haalth  planning  Madicara 

In»uranca,  health  Mental  health 

Medicaid  program  Praferrad  provider  organiiationa 

Medical  eamca  PubUc  health 


Baadar'a  Gvlda  to  ParkkUcid  Utcratar* 

The  Readtr'9  Guide  is  an  author/eubject  index  to  orer  180  periodicale  of  genera!  inUreat 
pubUehed  in  the  United  Sutee  and  Canada.  It  is  publiehed  twice  a  month  from  September 
throu  A  December  and  in  March,  April,  and  June.  It  appears  monthly  in  January,  Februaiy, 
May.  July,  and  Auguat.  Ubraiy  of  Congreea  eubject  headings  are  uaed  to  organiie  matenali. 
The  quarterly  and  annual  cumulationa  can  expedite  your  tearch  of  thie  index.  Selected  terms 
on  health  care  used  in  the  Reader's  Guide  include: 

Aged-Medical  care  Medical  care  rationing 

Drag  industry  Medical  care,  rural 

Insurance,  health  Medical  policy 

Managed  care  plans  Physicians-Malpractice 

Medical  care  Poor-Medical  care 
Medical  care-GoaU 


Index  to  Legal  Periodicals 

The  Index  lisU  articles  "of  high  quality  and  permanent  reference  value"  in  legal  periodicals 
published  in  the  United  Sutes,  Canada,  Great  Britain,  and  other  English  language  countriea. 
The  articles  are  indexed  under  author  and  sul^ect  A  complete  list  of  subjecU  is  indudad  at 
the  front  of  each  bound  volume.  Useful  search  terms  art: 


Food  drug  cosmetic  law 
Health  care  induatry 
Health  insurance 
Medicaid 
Medical  ethics 


Medical  malpractice 
Medical  profession 
Medical  technology 
Medicare 
Nursing  homes 


Current  Law  Index 

The  American  Association  of  Law  Libraries  sponsors  this  index  of  articles  in  legal 
periodicals.  Separate  subject  and  author  indexes  and  tablea  of  caaea  and  of  sUtutes  are 
included  in  eight  monthly  issues,  three  quarterly  cumulations,  and  a  cumulative  annual. 
Library  of  Congress  subject  heading  are  the  aearch  terms  used  primarily. 


Buatnaaa  Periodicals  Index 

Articles  from  over  300  business  periodicals  are  listed  in  this  index.  It  is  published 
monthly,  except  for  August,  and  a  bound  cumulation  is  issued  each  year.  A  wide  range  of 
business  publications,  such  as  Borrores  and  the  Economi$t  are  indexed  here.  Use  library  of 
Congress  subject  headings  to  search,  along  with  the  cross-refereneas  provided  in  the  index. 
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NEWSPAPER  ABTICLES 


N«w  York  TiMM  IndaoK 

Hw  Ntw  York  Timet  Index  providM  «zUo«v»  abttraeto  for  articlM  appMring  in  the  New 
York  Timee.  It  ii  iMU«d  twic*  •  month,  with  qu«rt«rly  aod  Annual  cumuIatioQi.  Cooault  *How 
to  UM  the  Ntw  York  Hum  Indn'  in  th«  ind«z  volum*  itMlf  for  fuidADM.  SonM  umM  tmns 
indud*: 

Druffi  (PbAnn*c«utic«li)  llMlicin*  «sd  faMltb 

Health  ioauranc*  M«nt«l  baslth  and  diaordm 

Madicaid  Nurting  bomaa 

Madicara  Pbannacautical  induatxy 


Official  Waahingtoa  Poat  Indax 

Tha  Index  providaa  acceai  to  all  vubetantial  nawewortby  itama  in  th«  Wathington  Poai, 
axcluding  wira  tarvice  articlea.  It  is  iaauad  monthly  and  cumulatad  annually.  Soma  Mrntal 
March  tannf  tncluda: 

Health  Mtdicaid 

Health  care  Medical  malpractice 

Health  care  expenditures  Medical  technology 

Health  care  for  the  homeleaa  Medicare 

Health  care  induatry  Nureing  homea 

Health  inauranee  Pharmaceutical  induatry 

Health  maintenance  organitatioos-HMOa  Physicians 

Hoepitala  PubUc  health 

Longterm  health  care 

Wan  Straet  Jemxnai.  Index 

The  Wail  Street  Jfoumtd  Index  is  iaaued  monthly  and  baa  annual  cumulationa.  Relevant 
aaarch  tarma  are: 

Health  eaie  Health  maintenance  organiiationa-HMOa 

Health  care  axpenditurea  Medicaid 
Health  care  policy  Medicare 


Natiooal  Newspaper  Index  (microfilm) 

National  Newtpaper  Index  indexes  the  CkriMtian  Science  Monitor^  hoe  Angeles  Time9y  New 
York  TYmts,  Wall  Street  Journal,  and  Wathington  Pott.  References  from  the  last  five  years  are 
listed  alphabetically  by  subject  headings. 


Other  Newspaper  Indezea 

Bell  k  Howell  Co.  produces  a  set  of  indexes  which  list  articles  appearing  in  the  Boeton 
Olobe,  Chrittian  Science  Monitor,  Denver  Pott,  Detroit  Neive,  Houeton  Poet,  Los  Angelee  Timet, 
New  (Meant  Timet-Picayune,  San  Francitco  Chronicle,  SL  Louit  Pott-Ditpatch,  and  USA 
Today.  University  Microfilms  Newspaper  Indexea  produces  monthly  and  annual  indexes  for 
the  Atlanta  Conttitxttion,  Atlanta  Journal,  Chicago  Tribune^  Lot  Angelet  Timet,  and  the 
Minneapoli*  Star  and  Tribune.  In  addition,  many  newspapers  are  indexed  locally;  ask  a 
librarian  about  indexea  to  your  local  newspaper. 


Heatlh  insurance 


Nursing  homes 
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ONLINE  DATABASES 


Many  UbrariM  now  htTe  acom  to  computorifMl  T«rnoDt  of  prinUd  mdexM.  Tbe 
information  ii  stored  in  databtmrn  that  can  b«  ■ccwad  through  por»onal  con^iutirs.  tht 
advantagM  of  uaing  tbeaa  eomputtdaad  databaM  art  aaarch  tpmd  and  fiaxibility;  the 
difadvantagM  are  the  often  hi^  ooeta  charged  for  erceae,  Check  with  your  local  reference 
librarian  to  detamine  availability  and  cost  of  the  ayiteme  Ucted  below. 


BBS  ia  an  online  aervice  providing  primarily  bibliognqphic  information.  The  eervice  offers 
acc«ee  to  it^ormation  in  the  Helde  of  edenee,  eodal  edencae,  bueineee,  health  and  related  area*. 
BRS  provides  databases  that  are  online  versions  of  Current  Law  Index  (called  Legal  Resource* 
Index)t  Magazine  Index^  National  New^xiper  Index^  PAISt  and  Reader't  Guide.  Specialised 
health  care  databases  are  also  available. 


DIALOG  Information  Service  is  an  online  service  that  includes  a  wide  variety  of  databases, 
ranging  from  newspaper  and  journal  indexes  throu^^  statistical  references  and  airline 
iDformation.  Some  of  the  indexes  available  on  DIALXX*  include  online  versions  of  the  National 
Newspaper  Indexy  Wa$hington  Poet^  AP  and  UPI  newswires,  Magamte  Index  (with  full^text  of 
some  articles).  DIALOG  provides  databases  that  are  online  versions  of  Current  Law  Index 
(Legal  Resource*  Index\  National  Ncw^>aper  Index  and  PAIS.  Specialized  health  care  data* 
bases  are  available  as  well. 


NEWSNET 

NGWSNET  includes  comprehensive  bibliogr^hic  data  on  more  than  380  newsletters  and 
other  news  and  information  services. 


NEXIS/LEXIS 

NEXIS  is  an  online  search  and  retrieval  service  that  contains  the  full  text  of  nwny 
newspapers,  including  the  ChritUan  Science  Monitor,  theiVew  York  Timet,  and  the  Wa$kington 
Poet;  full  text  of  migor  wire  services,  including  AP,  UPI,  and  Reuters;  and  full  text  of  a  number 
of  magazines,  newsletters,  and  Govenunent  publications.  LEXIS  provides  infonnstion  on  State 
laws  and  court  decisions. 


VXJTEXT  and  DaUTlmes 

Both  of  these  online  services  index  local  and  regional  newspapers  for  most  of  the  nu^jor 
metropolitan  areas  in  the  United  States. 


WilaooLijM 

Tb»  H.  W.  Wilson  Company,  which  publiabes  the  Reader't  Guide  to  Periodical  Utemture, 
along  with  a  number  of  other  indexes  to  journal  literature,  has  its  own  online  service. 


BRS 


DIALOG 
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CD-ROM  DATABASES 

Some  librcriM  h«v«  iDCtaUed  CD-ROM  databMM  m  «ltcrnAtive  to  priAt  and  onlioe 
indflKM.  CD-ROM  U  •  Uchnology  Uutt  allowt  a  grut  dMl  of  information  to  bt  ttorad  on  a 
compact  diak  that  can  b«  r«ad  by  a  paraonal  computer.  A  number  of  indezee  are  available  in 
t&a  format,  allowing  eearchiog  capabilitiee  similar  to  thoee  avmilable  with  online  aervicatt  but 
without  the  charge  per  hour.  Some  of  the  indexea  evailable  in  thia  format  include  Uagaxine 
Index,  National  Newtpaper  Index,  nod  the  VTilaon  indexea.  ABI/Infi>rm  ia  alao  available. 
Consult  with  your  lo^  reference  libranan  to  determine  whether  this  aerrica  is  aYailable  in 
your  areau 


Infotracn 

This  CD*ROM  product  provides  a  subject  index  to  more  than  400  popular  and  widely-read 
magazinea  plua  the  New  York  THmee.  Its  coverage  includes  current  af&urs,  people,  home  and 
leisure  activities,  travel,  arts  and  entertainment,  education,  companies  and  products. 


Fadcrai  Depoaitory  Librmry  Program 

This  program  makes  Government  publications  available  to  1400  designated  depositoiy 
libraries.  In  order  to  provide  the  greatest  poeeible  access  to  Government  publications, 
depository  libraries  are  located  in  each  congressional  district  Of  this  number,  50  have  been 
designated  aa  regional  depositories.  Fiffy  regional  librariea  assume  the  responsibility  for 
retaining  depository  matsrial  permanently,  and  of  providing  inUr>libraiy  loan  and  reference 
service  for  their  regions.  Copies  of  documents  no  longsr  available  for  aale  by  the  Government 
can  usually  be  found  in  regional  Federal  depositoty  libraiy  collections.  Each  iasue  of  the 
Monthly  Catalog  of  United  State*  Oovemment  Publicatione  (sea  below)  prints  a  current 
directory  of  these  regional  libraries.  A  directory  of  all  depository  librariea  sa  available  firom: 
Superintendent  of  Documents.  U.S.  Govenuuent  Printing  Office,  Washington,  D.C.  20402. 


GovanuMDt  Haporta  Annoonoemanta  and  Index 

Government  research  reports  are  indexed  in  the  Oouemment  Reporte  Announcemente  and 
Index,  which  ia  iasued  twice  a  month  by  the  National  Technical  Information  Service  (NTIS). 
A  keyword  index  Usta  eignificant  words  firom  titles.  The  NTIS  index  is  available  online 
throu^  commercial  syttsms. 


MoatUy  Catalog  of  Unitad  Stataa  GovaraBsant  PobUcatlona 

The  Monthly  Catalog  lists  docuswnts  issued  by  all  branchas  of  the  Federal  Government 
The  cataiof  has  monthly,  semiannual,  and  annual  indexes,  arranged  by  author,  title,  subject, 
keywords,  and  seriesA^sport  title.  It  ia  an  excellent  tool  for  locating  materiils  boused  in 
depository  librariea;  it  can  alao  be  uaed  to  obtain  information  about  purchasing  documsnts 
dimtiy  from  the  Superintendent  of  Documents  at  the  U  J3.  Government  Printing  OfHee.  The 
Monthly  Catalog  is  available  commtrcially,  and  throu^  most  librariea.  The  search  terms  uaed 
are  the  library  of  Congrsae  subject  haadinfi  deaeribed  in  the  BOOKS  section  of  this  guide. 


WaaUy  Compilation  of  Praatdantial  Documeata 

This  publication  containa  statements,  measagee,  and  other  Praaidential  nutarials  released 
by  the  White  Houae  during  the  preceding  week.  There  are  weekly,  quarterly,  and  annual 
pubUabed  indexea.  This  information  is  also  available  online  commercially.  Public  Papen  of 
the  PnmdtnH  of  the  Unitad  Statea  ia  an  annual  compilation  of  Praaidential  atateatanta. 


GOVERNMENT  PUBUCATIONS 
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Indoc  to  U^.  GawMrnaiMit  Pariodicali 

Tb«  Index  cov«n  individual  periodical  artidM  publicbed  by  orar  100  Paderal  ageoctw, 
\uing  a  thaaaunia  craatad  aicluatvely  for  itaalt 

FedenJi  R«8iat«r 

Fadaral  Govammaat  regulatory  agenciea,  including  ElxecutiTe  Departmeata  publish  daily 
notice!  and  proposed  and  final  rulea  and  regulationa.  To  track  a  particular  regulation  being 
propoMd  or  reviaed,  tearch  under  tha  particular  agenqr**  name. 


CongreMional  and  executive  department  activitiee  on  U^.  poU^  regarding  health  care  and 
prognum  may  be  monitored  by  •earching  the  following  printed  publicationa. 


CongreMional  Quarterly  Weekly  Report 

This  periodical  provides  current  information  on  congressional  activities,  the  status  and 
progress  of  current  legislation,  and  major  policy  issues.  Recent  articles  of  particular 
importance  are  indexed  on  the  back  cover  of  each  issue.  Consult  this  index  under  the  heading 
Health/Human  Services.  Quarterly  and  annual  indexes  are  also  issued;  you  may  find 
information  under  the  headings:  Health,  Health  care.  Health  insurance.  Hospitals,  Long-term 
health  care,  Medicaid,  Medicare,  Mental  health,  and  Nursing  homes.  Cross  references  are  also 
provided. 

CongreMional  Qitarierly  also  publishes  an  annual  volume  which  cumulates  material  from 
the  weekly  reports.  There  is  an  index  at  the  back  of  each  volume,  which  uses  similar  subject 
heading!. 


National  Journal 

National  Journal  is  a  weekly  publication  containing  articles  on  executive  branch  and 
congressional  activities.  Toward  the  end  of  each  issue  there  is  a  page  entitled  "Recent  Articles.' 
Use  this  page  as  an  abbrevisted  index,  looking  under  the  term  Health  and  welfare.  A  semi- 
annual index  is  published  which  allows  searching  under  more  specific  topics. 


Congreasional  Record 

The  Congressional  Record  is  an  edited  transcript  of  the  activities  on  the  floor  of  the  13  S, 
House  and  Senate.  An  isgue  is  published  for  each  day  that  either  chamber  of  Congress  is  in 
session.  Subject  and  name  indexes  are  published  biweekly  and  cumulated  annually.  Search 
for  infon<Mtion  on  this  year's  debate  topic  under  the  following  terms:  Health,  Health  care 
facilities.  Insurance,  and  Public  health  service. 
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BILLS  AND  KESOLimONS 


CISInda 


The  CIS  Index  u  produced  fay  the  CongrMtional  InfonnatioD  Service,  end  conUina 
■betTACte  of  «U  coQcreMional  publicetioDe  except  the  Congrenionai  Record,  Tht  index  is 
published  monthly,  end  cumuleted  qusrterly  end  annuelty.  E!ech  iseus  of  the  index  is  divided 
into  both  index  and  ahetrect  portions.  Search  in  the  index  section  under  topics  such  as: 


CongrtweioDjJ  Index 

The  CongrtMtional  Index,  published  by  the  Commerce  Clearing  House,  is  a  weekly 
looseleof  eervice  providing  content  and  status  information  for  bills  and  resolutions  pending  in 
Congreee.  The  progress  of  bills  and  resolutions  is  reported,  from  the  introduction  of  the 
legislation  to  the  final  diiposition. 


ABMricaui  SUtietics  Index  (AST) 

The  American  StatUtics  Index  indexes  and  describes  the  statistics!  publications  of  the  U^. 
Government,  including  periodicals,  annuals,  biennials,  semi-annuals,  and  ipecial  publications. 
It  provides  access  to  statistical  materials  by  subject}  organisation,  name,  issuing  source,  and 
title.  The  index  is  published  monthly  and  cumulated  annually.  A31  is  aho  available  through 
commercial  online  systems. 


Stetistlcal  Abctract  of  the  United  Statae: 
National  Data  Book  and  Guida  to  SouroM 

Published  by  the  U.S.  Department  of  Commerce,  Bureau  of  the  Censiis,  on  an  snnual 
basis,  this  source  includes  pertinent  statistical  information.  This  publication  should  be 
available  in  any  depository  library,  as  well  ss  in  the  reference  collections  of  most  large  public 
or  academic  libraries. 


SUtistical  Raferenoa  Index 

The  StatUHctd  Refererux  Index  provides  a  guide  and  index  to  selected  statistical  reference 
material  from  non-Federal  sources  on  a  wide  variety  of  topics.  It  includsa  the  publications  of 
trade,  profseeioiud,  and  other  non-profit  associations  and  institutions,  business  organizations, 
commercial  publishers,  university  and  independent  research  centers,  and  State  govenunent 
agencies.  Information  can  be  accessed  fay  subject,  organixation,  name,  issuing  source,  and/or 
title.  The  index  is  publiihed  monthly  and  cumulated  annually. 


Health  facilities  and  services 

Health  insurance 

Health  maintenance  organlxations 

Medicaid 


Medical  regulation 
Medical  technology 
Medicare 

Mental  health  facilities  and  services 
Pharmaceutical  industry 
Public  health 


Medical  economics 
Medical  personnel 
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PARTU:  REFERENCE  SOURCES  ON  HEALTH  CARE 


BEFBXENCB  BOOS8  AND  ABTICUES 


1992  OrMD  book:  ov«m«w  oTMtttlMMat  pco^runa.  WMhingtoo,  OP.O.,  1992.  1688  p. 
At  bMd  of  titlt:  Committ—  tirint. 
B«ck|round  inat«n«l  and  data  on  m^jor  prograoM  wit^ 
CotDButtM  on  W«y«  and  Umim,  UJS.  Houm  oTIUprtMotatiw 

1992  Guid*  to  hMlth  uuuranc*  for  pwplt  with  lUdieara.  D«v<»lop«diointly  by  the 
Nataonal  AModation  of  Inauranc*  Commiaaionani  and  the  Kaa!th  Cart  Finaiidng 
AdminiatrataoD.  Waahington,  UJS.  Dapartmant  of  Health  aod  Human  Sanrieaa,  1992. 
31  p. 

Aging  America:  trenda  and  projectiona.  1991  edition.  Prepared  by  VS.  Senate  Committee 
on  Aging,  the  American  Aaeodation  of  Retired  Pereona,  the  Federal  Coundl  on  the 
Aging,  and  the  U3.  AdminiatratioD  on  Aging.  Waahington,  VS.  Department  of  Heatlh 
and  Human  Servicee,  1992.  273  p.  (DHHS  PublicatioD  No.(FCoA)  91-28001) 

Campion,  Frank  D. 

The  AMA  and  VS.  health  policy  einea  1940.  Chicafo,  Chieago  Review  PrMt,  1984. 
603  p. 

Charting  the  future  of  heelth  care:  policy,  poUtica,  and  public  health.  Edited  by  Jack  A 
Meyer  and  Uarion  Ein  Lewin.  Weehingtoo,  American  Enterpriee  Inetitute  for  Public 
Policy  Reeearch,  1987.  190  p.  CAmerican  Enterpriee  InatituU  etudiee  in  health  policy. 
449) 

Current  eetimatee  from  the  National  Heelth  Interview  Surrey,  United  Statea,  1990. 
Hyatteville,  Ud.,  Public  Health  Servioe,  1991.  212  p. 

Ei^th  rqwrt  to  the  Preeident  and  Congreea,  on  the  etatua  of  health  peraonnel  in  the 
United  SUtee.  RockvUle,  Ud.,  Bureau  of  Health  Profeeaionate,  1992.  281  p. 

The  Future  of  children:  VS.  heelth  care  for  children.  Center  for  the  Future  of  Children, 
the  David  and  Lucile  Packard  Foundation.  Loa  Altoa,  Calif.,  The  Center,  1992.  191  p. 

GaHhey,  Jamee  B. 

Key*  to  underetanding  Medicare.  Hauppauge,  N.Y.,  Barron'e,  1992.  168  p.  (Barron'a 
keya  to  retirement  planning 

Hahn^B.  Leikowitx,  D. 

Annual  expeneee  and  aourcee  of  payment  for  heelth  care  eervicae.  Rockviile,  Ud., 
Agency  for  Health  Care  Policy  and  Reeearch,  1992.  19  p. 

"Preeenti  eetimatee  of  ezpenditurta  for  health  eervicea  and  aourcee  of  payment  by 
demographic  and  eocioeconomic  characteriatioe  and  inauranee  etatua  of  the  civilian 
noninetitutionaliaed  populetion  of  the  United  Statee.* 

Handbook  on  mental  health  policy  in  the  United  SUtee.  Edited  by  David  A  Rochefort. 
New  York,  Greenwood  Preee,  1989.  646  p. 

Thif  volume  preeenti  a  collection  of  echolariy  contributiona  on  contemporary 
mental  health  probleme,  policiee,  programa,  and  eervicee.' 

Health,  United  SUtee,  1992.  Hy^tteville,  Ud.,  VS.  Department  of  Health  and  Human 
Servicee,  Public  Health  Servicee,  1992.  339  p. 

Health  care  for  the  homeleee  1992  directory.  Compiled  by  John  Snow,  Inc.  Weehington, 
HRSA,  Bureau  of  Health  Care  Delivery  Aaeietanoe,  1992.  176  p. 

"The  purpoee  of  thia  directory  ia  to  provide  a  guide  that  will  {adlitate 
communication  among  the  varioua  programa  and  agenciee  eerving  the  health  care 
need!  of  the  homeleee.* 
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HMith  progr«M  in  the  United  SUtM:  iMulto  of  Um  1990  obj«ctivM  for  tbt  Nation.  JAMA 
[Journal  ofth*  AiMriew  Madieal  AiMCUition],    268,  Nov.  11, 1992:  2545-2652. 

Public  Haalth  S«nric«  and  otbar  pfajraiciana  raricw  tb*  natioD't  progma  toward 
baalth  fotia  and  olgactiTaa  aat  out  in  Trooaotinf  Haalth/Prtvtntioi;  Diaaaaa: 
Ol>}«ctivM  for  tba  Nation,"  1980,  and  daacribaa  tba  raktiooahip  to  tba  currant 
objactivaa  found  in  "Haalttv  Paopla  2000." 

Haalth  itatua  of  minoritiaa  and  low-incoma  groupa:  third  adition.  Waihtngton,  U.S.  Haalth 
Baaourcas  and  Sarvicaa  Administration,  Buraau  of  Haalth  Profaationa,  Diviaton  of 
Diaadvantacad  Aaiiatanca,  for  aala  hy  tha  Supt  of  Doca^  GJP.O^  1991.  376  p. 

Contanta.~Introduction.~Vital  atati«tica.~Prarantion.~Raproductiva  haalth.- 
Chronic  and  acuta  diaaaaa  conditioaa.-Iqjuriaa.-Human  immunodafician^  Tirua 
infaction.~Dtntal  faaalth.-Uantal  baalth.~Haalth  of  oldar  Aniaricana.~UtUiaation  of 
baalth  aanncaa.~HaaJth  iniuranca  covaraga  and  haalth  eara  axpendituraa. 

Haalth  aUtua  of  tha  diaadvantagad,  chartbook  1990.  Waahington,  U^.  Dapt  of  Haalth  & 
Human  Sarvicaa,  Public  Haalth  Sarvica,  Health  Raaourcaa  and  Sarvicaa  Adminiatration, 
Buraau  of  Haalth  Profaaaions,  Divition  of  DiMdvantagad  AaaiataQce.  For  Mle  by  tha 
Supt  ofDoea.,Gi».0.,  (1990)  147  p.  (DHHS  publication;  no.  (HRSA)  HRS-P-DV  90-1) 

Healthy  people  2000:  national  health  promotion  and  diaeaaa  prevention  objactivaa.  U.S. 
Department  of  Health  and  Human  Sarvicaa,  Public  Health  Service.  Boaton,  Jonea  and 
Bartlett  [1992]  163  p.  (The  Jonaa  and  BartlaU  aariaa  in  haalth  aciaocaa;  DHHS 
publication,  no.  (PHS)  91-50212) 

Summazy  report.  Reprinted,  with  an  added  preface,  firom  a  Dept.  of  Health  and 
Human  Sarvicea  publication  in  aariaa:  Publication  no.  (PHS)  91-60213. 

Healthy  people  2000:  national  health  promotion  and  dteeaia  prevention  olyectivea:  full 
report,  with  commentaxy.  Boaton,  Jonea  and  Bartlett,  1992.  692  p.  (The  Jonaa  and 
Bartlett  aeriea  in  health  aciencea;  DHHS  publication,  no.  (PHS)  91-60213) 

Reprint.  Origioally  published:  Waihington,  D.C. :  VS.  Dept.  of  Health  and 
Human  Sarvicea,  Public  Health  Service  :  For  aale  by  the  Supt.  of  Doca.,  U.S.  GJF.O., 
1990.  (DHHS  publication  ;  no.  (PHS)  91-50213). 

HMO/PPO  directoty,  1992:  VS.  managed  healthcare  organixationa  in  detail  priua  key 
deciaionmakera.  Montvale,  NJ.,  Medical  Economica  Data,  1991.  Varioua  pagingi. 

Hoapital  aUtiatica,  1992-93  edition.  Chicago,  The  American  Hoapital  Aaaociation,  1992. 
276  p. 

The  IntemaUonal  handbook  of  health-care  ayatema.  Edited  by  Richard  B.  Saltman.  New 
York,  Greenwood  Preai,  1988.  403  p. 

Kemper,  Vicki.  Novak,  Viveca. 

A  plague  on  both  their  houaea.  Common  CauM  magKxinc,  v.  17,  Oct.  1991:  whole  iMue 
(43  p.) 

Chargea  that  comprehenaive  health  care  reform  ia  being  stymied  hy  the  activitiea 
of  medical  industry  PACa-poIitical  action  committees  aasociated  with  medical 
asaociationa,  haalth  insurance  eompaniea,  pharmacautical  companiea,  and  hoapitals  and 
other  care  providera.  Indudea  a  aeparata  report     Common  (^uae  ahowing  that  theae 
PAC^  gave  over  $60  million  to  Houae  and  Senate  candidatea,  including  $43  million  to 
currant  members  of  Congreaa  from  Jan.  1, 1981  throu^  June  30, 1991. 


What'a  blocking  baalth  care  reform?  Common  Cauaa  magazine,  v.  18,  Jan.-Fab.  1992: 
8-13,  25. 

Tor  all  the  finger-pointing,  few  in  Washington  are  willing  to  blame  what  may  be 
the  biggaat  culprit  of  all:  the  political  influence  of  apacial  interest  groupa  with  a  vested 
intereat  in  the  statua  quo.  The  aame  inauranea  companiea,  doctora,  hoapitala  and  drug 
manufacturers  that  live  off  the  $700  billion-a-year  health  care  induatry  are  battling 
comprehensive  reform  on  Cepitol  Hill  and  at  tha  White  House." 
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LoprMt,  PmmU.  G«U«,UicbMl. 

SUU-l«v«I  <UU  book  CO  bMlth  cart  aeetM  and  fioAnemc.  WMhingtoo,  UriMn 
lostituto  Pr«M;  L«nh«ia.  MiL.  Dwtributod  by  UniTtnity  Pm  ot  Amwica,  1993. 
Tbk  book  wiU  bo  •vmildbU  Utor  in  1993. 

Madicaid  aourco  book:  background  data  and  anaiyaU  (a  1993  update);  a  report  pr«par«d 
tfaa  CongraMional  Rataarch  SrncM  for  tfaa  uaa  of  tfaa  Subeommittaa  on  Haalth  and  tb« 
EnviroimMDt  of  tfaa  Committaa  on  Eoargy  and  Comiaaret,  UJ3.  Houaa  of 
RapcaatDUtivaa.  Waahiogton, QP.O.,  1993.  imp. 

At  haad  of  titl«:  103d  Coofraia,  lat  iiaaion,  eommittaa  print,  103-A. 

Rariaton  of  the  1968  "YaUow  Book.* 

Partial  coaUDtt.~Tbe  ftitura  of  Uadicaid.-Traodi  in  Uadicaid  paymanta  and 
beD«ficiariM.~Eliffl}iUty.~SarvicM.~SaiiBburaMiiant-AItarnativa  dalivaty  optiont  and 
waiver  proframf  .-Financing.-RaecDt  legitlativa  hiitoty.-Medicaid,  the  poor,  and 
health  inMranca.~Katemal  and  child  haalth.~Lonf*tarm  care  and  the  elderly.- 
Servicec  for  pereone  with  developmental  diaabilitiee.-Tbe  mentally  ill.-Subatanca 
abuae  treatment-Managed  care.-Meaeuree  of  performance.-HIV  diaaaae. 

The  Medicare  handbook.  Baltimore,  Md.,  UJ3.  Dept  of  Health  and  Human  Servicet,  Health 
Care  Financing  Adminiatration.  Waehington,  for  eale  by  the  Supt  of  Doca.,  QP.O., 
1992.  52  p. 

Office  of  DtMate  Prevention  and  Health  Promotion.  National  Health  Information  Center. 
Health  information  aourcea  in  the  Federal  Government  Fifth  edition.  Waahington, 
UJ3.  Department  of  Health  and  Human  Servicea,  Public  Health  Service,  CMGoe  of 
Diaeaae  Prevention  and  Health  Promotion,  1990.  61  p. 

Pathways  to  health:  the  role  of  aocial  factors.  Edited  by  John  P.  Bunker,  Deanna  S. 
Gomby,  and  Barbara  H.  Kebrer.  Menlo  Park,  Calif.,  Henry  J.  Kaiaer  Family 
Foundation,  1989.  420  p. 

Papers  preaentcd  at  a  muItidiacipUnary  conference  organised  by  the  Kaiaer  Family 
Foundation  and  held  in  Menlo  Park,  Calif,  on  Mar.  25-27, 1967. 

Physiciana'  medicare  guide:  in  one  volume.  By  CCH  Buaineaa  Law  Editora  in  cooperation 
with  the  American  Medical  Aaaociation.  Chicago,  HI.,  Commerce  Clearing  House,  1992. 
1  V.  (varioue  pe^ngs) 

"Payment  achedulea,  claims  and  appeals,  covered  services,  PROa/penalties.' 

Piacentini,  Joseph  S.  Foley,  Jill  D. 

EBRI  databook  on  employee  beneftU.  Edited  by  Carolyn  Ptucci  and  Deborah  Holmt^s; 
produced  by  Cindy  O'Coimor.  2nd  ed.  Washington.  Employee  Benefit  Research 
InstituU,  1992.  659  p. 

'An  EBRI-ERF  publication.' 

Roback,  Gene.  Randolph,  Lillian.  Seidman,  Bradl^. 

Physician  characteristics  and  distribution  in  the  UJ3.  1992  ed.  Chicago,  American 
Medical  Association,  1992.  283  p. 

'Contains  historical  and  current  data  on  the  UJ3.  physician  population  that 
provides  a  basis  for  comparison  essential  for  health  servicea  reaearch,  program 
planning,  and  policy  development' 

Romer,  Milton  Irwin. 

National  health  systems  of  the  world.  New  York,  Oxford  University  Press,  1991.  1  v. 

Source  book  ofhealth  insurance  data.  Health  Insurance  Institute,  New  York.  Washington, 
Hsalth  Insurance  AssocUtion  of  America,  1992.  141  p. 

Trends  in  haalth  beneftta.  Washington,  UJ3.  Department  of  Labor,  1993.  363  p. 

Universal  healthcare  almanac.  Phoenix,  Ariz.,  R-C  Publications,  1993.  Various  pagings. 
Contenta.-National  healthcare  expenditures.-Hospitals.-Health  maintenance 
organixaUons.-Diagnosis  related  group  (DRG)  etudiM.-Medicare/Msdicaid.-Health 
tnsurance.-Health  professionala/Manpower.-Personal  healthcare  expenditurea.-Long- 
Urm  car«.-Intemational.~Selected  vital  eUtistics  and  demographica .-Economic 
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todieaton. 

VS.  CongrMt.  Houm.  CominitU*  on  Wcy«  aad  Mmm. 

HMlth  c«rt  tmoMTf  book.  Itrnmd  Jan.  1993.  Washington,  GJP.O.,  1993.  132  p. 

U.S.  industrial  outlook  1993.  Wathington,  U.S.  Intarnatiooal  Trads  AModation,  1993. 

Partial  contents.~Haaltfa  and  madical  MrTietf.-Dnifi  and  biottcbnology.-Madical 
and  dantal  inatniiiMnts  and  suppUta. 

Women,  haaltfa,  and  madidna  in  Amsrica:  a  historical  bandboolL  Editad  by  Rima  D.  Appls. 
New  Brunswick,  Rutgsn  University  Press,  1992.  672  p. 
Includes  bibliography. 


Buchanan,  Jim. 

Medicaid  in  the  1980's:  a  bibliogrq)hy  of  sources.  Monticello,  111.,  Vance  Bibliographies 
[1988]  24  p.  (Public  administration  ssriea-bibliography,  0193.970X;  P  2467) 


Medicare-eafety  net  or  sinkbols:  a  bibliography  of  reeources.  Monticello,  HI.,  Vance 
Bibliographiee  [1988]  33  p.  (Public  administration  eetiee-bibliography,  0193-970X; 
P24ad) 

Buss,  Terry  F. 

Indigent  care:  a  bibliography  of  pr-liciea  and  programs  for  the  1980*s,  Monticello,  111., 
Vanca  Bibliographies  [1988]  13  p.  (Public  administration  seriea-bibliopaphy, 
0193-970X;  P  2388) 

Casper,  Dale  B. 

Health  and  government  action:  a  world  view,  1983-1987.  Monticello,  Bl.,  Vance 
Bibliographies  [1988]  10  p.  (Public  administration  ssrisa-bibliography,  0193-970X; 
P2332) 


National  public  health  policy  in  the  United  Sutes:  journal  articles,  1983-1988. 
Monticello,  Bl.,  Vance  Bibliographiee  [1989]  7  p.  (Public  administration 
seriea-bibUography,  0193-970X;  P  2606) 

Grumpier,  Kathleen  S. 

Rural  health  care  services  in  the  United  States:  a  bibliography.  Monticello,  Bl.,  Vance 
Bibliogr^hies  [1989]  22  p.  (Public  administration  series-bibliography,  0193-970X;  P 
2713) 

Dubow,  Joyce. 

Medicaid  and  prepayment:  a  bibliographic  essay.  Rockville,  [Md.],  U.S.  Dept.  of  Health 
h  Human  Services,  Public  Health  Service,  Health  Resources  and  Services 
Administration,  Bureau  of  Health  Care  Delivery  Assistance  [1988]  90  p. 

"Updates  and  supplements  an  earlier  version  Medicaid  beneficiaries  in  health 
maintenance  organiiations  * 

John,  Patricia  LaCaille. 

Health  care  in  rural  America:  January  1979  -  September  1991.  Beltsville,  Md., 
National  Agricultural  Library  [1991]   67  p. 

Quick  bibliography  series,  1062-6378;  QB  92-13 

Kapp,  Marshall  B. 

Ethical  aspects  of  health  care  for  the  elderly:  an  annotated  bibliography.  Westport, 
Conn.,  Greenwood  Press,  1992.  176  p.  (Bibliographies  and  indexes  in  gerontology, 
0743-7660;  no.  17) 
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Legtl  Mpecte  of  bealtb  care  for  tb«  elderly:  &n  umoUted  bibliogrftplgr.  New  York, 
GrMDWood  Preee,  1988.  166  p.  (Bibliographie*  and  vadiam  in  ftrontologjrt  0743-7560; 
no.  7) 

Rector,  Rebecca. 

Continuing  cere  retirement  conununitiee  end  the  life  cere  induetry:  en  ennotated 
bibliogrepl:^.  Monticello,  HI.,  Vance  Bibliographiea  [1988]  9  p.  (Public  adminietration 
aeriee-bibUography,  0193-970X;  P  2481) 

Ropee,  Linda  Brubaker. 

Health  care  criaii  in  America:  a  reference  handbook.  SanU  Barbara,  Calif.,  ABC-CLIO, 
1991.  172  p.  (Contemporary  world  ieeuee) 

Silvcretein,  Ben. 

Medicare,  law  and  legislation:  a  monographic  bibliography.  Monticello,  HI.,  Vance 
Bibliographies  [1988]  8  p.  (Public  adminiatration  eeriee-bibliography,  0193-970X; 
P-2563) 

Walker,  Elinor. 

Quality-of<are  research:  annotated  bibliography.  Rockville,  Md.,  XJS.  Dept.  of  Health 
and  Human  Services,  Public  Health  Service,  Agen^  for  Health  C^are  Poli^  and 
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At  head  of  title:  Center  for  (General  Health  Services  Extramural  Reseerch. 
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INDEXES,  ABSTRACTS,  AND  CONTENTS  SERVICES 


AGEUNE 


"This  ooliiM  daUbsM  is  produced  by  tbs  American  Aasodstion  of  Retired  PersoDs  srnd 
provides  bibUo^phie  coversge  of  social  gerontology  -  the  ctudy  of  aging  in  social, 
psychological,  health-related,  and  economic  contexts.  The  delivery  of  health  care  for  the  older 
population  and  its  associated  costs  and  policies  is  particularly  well  covered,  as  are  public  policy, 
cmplqyxDent,  and  eoDsumer  research.  Two-thirds  of  the  datahaee  is  composed  of  journal 
articles,  while  the  rest  is  devoted  to  dtations  from  books.  There  is  no  print  equivalent  of  this 
database.' 


AIDSUNE 

This  database  includes  articles  on  health  policy  issues  concerning  AIDS.  Selective  artidss 
from  3,363  journals  published  in  over  70  countries  aze  indexed. 


HEALTH  PERIODICALS  DATABASE 

This  service  provides  indexing  and  full  text  of  journals  covering  a  broad  range  of  health 
subjects  and  issues.  The  articles  are  collected  from  core  health,  fitneas,  and  nutrition 
publications.  It  is  updated  weekly. 


HEALTH  PLANNING  AND  ADMINISTRATION 

"This  database  is  produced  by  the  U.S.  Netional  Librazy  of  Medicine,  and  it  contains 
references  to  nonclinical  literature  on  all  aspects  of  health  care  planning  and  facilities,  health 
insurance,  and  the  aspects  of  financial  managsment,  personnel  administretion,  manpower 
plannini^  and  licensure  and  accreditation  that  apply  to  the  delivery  of  health  care.  Refereneee 
are  drawn  from  MEDLINE  and  the  American  Hospital  Association's  HotpUcU  LUerature  Index. 
Documents  from  the  National  Health  Planning  Information  Center  CNHPIC)  are  included,  as 
well  as  additional  journals  of  special  importance  to  the  health  care  field.' 


MENTAL  HEALTH  ABSTRACTS 

This  database  cites  worldwids  information  relating  to  the  general  topic  of  mental  health. 


NTI8  (Natkmal  Technical  Information  Servioa) 

lUs  database  in  available  commercially  online.  NTIS  consists  of  Government  sponsored 
research,  development,  and  en^neering  prepared  by  Federal  agencies,  their  contractors  or 
grantees.  The  database  includes  materials  from  both  the  hard  and  soft  sciences,  including 
material  on  tschnological  applications,  business  procedures  and  regulatory  matters. 


Social  Scdsttos  Citation  Index 

lUs  Index,  which  covers  hundreds  of  journals,  is  issued  quartsrly  and  annually.  Unlike 
most  other  indexes,  it  does  not  have  standard  subject  headings;  insisad,  key  words  from  an 
article's  titls  are  listed  in  the  Permuterm  Subject  Index,  and  ftill  dtations  are  then  provided 
in  the  Source  Index. 
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gcicnr«i  Index 

Hiis  indoE,  which  ii  publuhed  qtutrterly  and  eumuUted  annually,  givea  author  and  title 
■ccaat  to  articlM  from  a  range  of  joumala  in  the  aoetal  acieneea.  Soma  of  the  public  policy 
joumala  include  articlea  on  health  care.  Search  the  following  terma: 

Aged-Medical  care  Manajjed  care  plana  (Medical  care) 

Chronically  ill  Medical  care 

Health  facilttiea  Mental  health  aervieea 

Inaurance,  health  Rural  health  aervieea 


SELECTED  PERIODICALS 


Magaginea  and  Joumala  on  Health  Care 

Academic  Medicine:  Journal  of  the 
Aaaociation  of  American  Medical 
Coilegea 

AJN:  American  Journal  of  Nursing 
American  Journal  of  Law  and  Medicine 
American  Journal  of  Public  Health 
Buiineea  Sc  Health 
Caring 

Conaumera'  Reeearch 

Frontiera  of  Health  Management  Service! 

Health  AfTaira:  the  Quartiirly  Journal  of 

the  Health  Sphere 
Healtb/PAC  Bulletin 
Health  Care  Financing  Review 
Health  Economics 
Health  Services  Review 
Healthcare  Financial  Management 
Heaithcare  Forum 

HMQ:  Health  Management  Quarterly 
Hospital  and  Community  Psychiatry 
Hospital  &  Health  Services  Administration 
Hospitals 

HSR:  Health  Services  Research 
Inquiry:   the  Journal  of  Health  Care 
Organization,  Provision  and  Financing 


International  Journal  of  Health  Planning 

and  Management 
JAMA  [Journal  of  the  American  Medical 

Aaaoeiationl 
Journal  of  Aging  it  Social  Policy 
Journal  of  Health  and  Human  Resources 

Admi  nistrstion 
Journal  of  Health  Care  for  the  Poor  and 

Underaerved 
Journal  of  Health  Economics 
Journal  of  Health  Politics,  Policy  and  Law 
Journal  of  Medicine  and  Philosophy 
Journal  of  Occupational  Medicine 
Journal  of  Women'a  Health 
Medical  Care 
Medical  Care  Review 
Medical  E^nomics 
Medical  World  News 
Milbank  Memorial  Fund  Quarterly 
Modem  Healthcare 
New  England  Journal  of  Medicine 
Nursing  Administration  Quarterly 
Private  Practice 
Public  Health  Reports 
Trustee 


Newsletters 
AHANewa 

American  Medical  News 

"The  Blue  Sheet":  Health  Policy  and  Biomedical  Research  News  of  the  Week 

CHR  (County  Health  Report)  Newsletter 

Health  Care  Costs 

Health  Legislation  and  Regulation 

Health  Professions  Report 

Health  Security  News 

Health  Wage  Monitor 

Long  Term  Care  Management:  the  Independent  News  Source  for  Professionals  and  Providers 
Managed  Care  Update:  a  Briefing  on  Managed  Care,  Health  Care  Costs,  and  Medicare/Medicaid 
Medical  Utilization  Review:  a  Report  on  Health  Care  Cost  Containment,  PROs,  Private 

Review,  and  Quality  Assurance 
Medicine  &  Health 
Medicine  &  Health  Perspectives 

Polity  in  Perspective:  Mental  Health  Policy  Resource  Center 
State  Health  Notes:  Intergovernmental  Health  Policy  Project 
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FEDERAL  GOVERNMENT 


On  Jftouaty  25,  1993,  Pretident  CllntOD  'uinouoced  the  fonnation  of  a  taskforce  to 
develop  legUUtton  for  comprthcnuve.  health  care  reform  '  In  aarly  May,  the  Pretident  will 
preeent  hia  health  care  propoeal  to  Congreee.  For  information  on  the  taekforea,  you  can  write 

to: 


Am  of  l£arch  26,  1993,  there  were  approximately  thiriy^fiTe  groupe  working  on  the 
propoaal.  The  working  groupe  a«  provided  hy  the  White  Houee  are  listed  below. 

I.  New  System  Organization 

1.  Principlei  and  operation  of  purchaiing  cooperativee 
lA.   Health  plane,  providers  and  patientj  in  the  new  ^tem 

2.  Special  iMuea  in  purchaiing  cooperatives  toward  and  beyond 

3.  Governance  iaeuee 

4.  A  Global  budget 

5.  Inaurance  reform 

n.  New  Syatem  Coverage 

6.  Benefita  package 

7.  Coverage  for  working  familiea 

8.  Coverage  for  low-income  and  non-working  familiee 

Ulr  tnfrajtructure»Integrated  Health  Plane 

9.  Quality  meaiuremcnt 

10.  Information  syitemj 

11.  Malpractice  and  tort  reform 

12.  Health  care  workforce  development 

IV.  Integration  of  Health  Programs  Into  New  System 

13.  Medicare 

14.  DoD 

15.  Veterans 

16.  Federal  Employees  Health  Benefits  Program 
16A.  Other  Government  health  programs 

V.  Ethical  Foundations  of  New  System 

17.  . 

VI.  Transition  to  the  New  Syatem  /  Short-terra  Cost  Containment 

18.  Accelerating  new  system  development 

19.  Short-term  steps  toward  administrative  simplification 

20.  Interim  cost  containment 

Vn.  Financing 

21.  . 

Vin.  Health  Policy  Initiatives  for  Underserved  Populations 
22A.  High  risk 
22B.  Women  and  children 
22C.  Urban/rural 

DC.  Mental  Health 

23.  Benefit  package:  basic  and/or  supplemental 

24.  Substance  abuse 

25.  Children  services 

26.  Public  ^stem  impact 


President's  Task  Force  on  Health  Care  Reform 
Old  Executive  Office  Building 
Washington,  D.C.  20600 
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X.  Long  Tann  Care 

27.  Background 

26.  PubUe 

29.  PriTate 

20.  Coat  and  rewDua 

XI.  Economic  Impact 

31.  . 

Xn.  Quantitativt  Analyaia 

32.  . 

Xm.  Legal  Audit 

33.  . 

XIV.  Numben  Audit 

34.  . 

XV.  Drafting  Group 
36.  . 


Federal  Government  AgendM 

Tlui  U»t  include!  the  namet  and  addreMea  of  tome  Federal  agcnciea  which  may  be  able 
to  provide  information  on  iaauea  pertaining  to  health  care. 

Department  of  Veteran*  Aflaira,  810  Vermont  Ave.  N.W.,  Waahington.  D.C.  20420 

Health  and  Human  Servicaa  Dept.  200  Independenca  Ave.  S.W.,  Waahington.  D.C.  20201 

Health  Care  Financing  Adminiatration,  6326  Security  Blvd,  Baltimore,  MD  21207 

Health  InformaUon  Center,  P.O.  Box  1133,  Waahington,  D.C.  20013 

National  Center  for  Health  Sutiatie*.  6626  Belcraat  Road,  HyattaviUe,  MD  20782 

Phyaician  Payment  Review  Commiaeion  (Medicare),  2120  L  St.  N.W.,  Suite  610 
Waahington,  D.C.  20037 

Proap^ve  Payment  Aaaaaement  Commiaaion  (ProPAC),  300  7th  St,  S.W..  Suite  301  B 
Waahington,  D.C.  20024  ' 

Public  Health  Service,  200  Independence  Ave.  S.W.,  Waahington.  D.C.  20201 

Agency  for  Health  Care  Policy  and  Raaearch,  6600  FUhara  Lane,  RockviUa,  MD  20867 

Food  and  Drug  Adminirtration  (FDA),  6600  FUbere  Lane,  RockviUa,  MD  20867 

"•^S^T"""^       ServicM  AdminiatraUon.  6600  Fuhara  Lane,  RockvUta,  MD 

Heal^  People  2000  Conaortium,  OITice  of  Diaeaae  PravenUon  and  Helath  Promotion. 
Waahington,  DC  20201 
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BEGIONAL  BBS  OFFICES 


AddrMM*  of  rtgional  officM  of  tb*  IkpartoMnt  of  HmIUi  and  Human  S«rvioM  an  IwUd 
Mow. 


tFYOVUVMtS: 

MSQIONAL  omCM 

Connecticut,  Uaine,  llaMachuMtta,  Naw 

John  F.  Kennedy  Federal  Bldg. 

naTop>nira,  iumxm  laiana,  vatinont 

Government  Center 

Boeton,MA  02203 

New  Jerwy,  New  York,  Puerto  Rico,  Virgin 

Jacob  J.  Javiti  Federal  Bldg. 

lelanda 

26  Federal  Plasa 

New  York.  NY  in97A 

Delaware,    Diitrict    of  Columbia, 

3535  B^ket  Street 

Maryland,  Penncylvania,   Virginia,  Weet 

Philadelphia,  PA  19104 

Virginia 

Alabama,    Florida,    Georgia,  KentucI^, 

101  Marietta  Tower 

MiatiMippi,    North    Carolina,  South 

Atlanta,  GA  30323 

Carolina,  Tenneetoe 

Illinoif,  Indiana,  Michigan,  Minneeota, 

105  W.  Adanu  Street 

Ohio,  VTuKonain 

Chicago,  IL  60603 

Arkanaaa,    Louiiiana,    New  Mexico, 

1200  Main  Tower 

Oklahoma,  Taxaa 

DallBa,TX  75202 

Iowa,  Kanaae,  Mieaouri,  Nebraska' 

601  E  12tfa  Street 

Kansas  City,  MO  64106 

Colorado,  Montana,  North  Dakota,  South 

1961  Stout  Street 

Dakota,  Utah,  Wyoming 

Denver,  CO  60294 

Arixona,    California,    Hawaii,  Nevada, 

Federal  Office  Bldg. 

American  Samoa,  Guam,  Tnut  Territory  of 

50  United  Nat'ons  Plaza 

the  Pacific  Iilanda 

Sah  Francisco,  CA  94102 

Alaska,  Idaho,  Oregon,  Washington  2201  Sixth  Ave. 

Seattie,WA  98121 


55.9 


558 


LagktettiMi  lAtiodaoM    tlw  lOM  CongrwM 

Tlu*  iMt  conUini  soim  of  tlM  l«fi«I«tion  introduMd  in  tb*  103rd  CongrtM  which  r*UtM 
to  thia  yMar**  dftbato  topic.  Both  tb«  bill  numbtr  *od  tbt  sponsor  ar*  Uftod  in  boldiiieo  font. 
In  all  catMi  tbo  official  titk  ia  uaad.  BiUa  Uatad  bara  ma  introducad  prior  to  Uarcfa  5,1903 
ara  includad.  For  infonnatioo  on  tba  atatua  of  bUla  and  Aitura  biUa,  plaaaa  rafar  to  p«fa  IS. 

TrttotatkMi  Intiodtocad  Im  tka  Vaom  qf  B«pf— utattraa 

A  bill  to  provida  a  program  of  national  baalth  inauranea,  and  for  otbar  purpoaaa. 

HJL19  (KoatonlKnrakD 

A  bill  to  amand  title  XVm  of  the  Social  Security  Act  to  prorida  for  coverage  cf  certain 
prarantrra  aanrieaa  under  part  B  of  tba  Medicare  program. 

HJLll  (Roatenkowaki) 

A  bill  to  amend  title  XVm  of  the  Social  Security  Act  to  make  miaeetlanaoui  and  tacbnic^l 
changaa  to  tba  Medicare  program. 

HJLaO(GfWMly> 

A  bill  to  provida  for  univeraal  accaaa  to  basic  group  baalth  benefits  coverage  and  to  reoMve 
barriars  and  provide  incentives  in  order  to  make  such  coverage  mora  afTordable,  to 
improve  and  make  more  efficient  the  proviaton  of  medical  and  health  insurance 
information,  and  to  improve  enforcement  of  requirements  relating  to  multiple  employer 
waUara  arrangements. 

HJL78  (HMfknd) 

A  bill  to  require  the  Secrataiy  of  Health  and  Human  Servicea  and  the  Attorney  Qeneral 
to  jointly  carry  out  a  demonstration  program  to  reduce  health  care  coat  throu^  tba 
sharing  by  medical  fiKtlitiea  of  certain  servicea  and  equipment,  notwithstanding  wjoy 
antitrust  law  to  tba  contrazy»  and  to  direct  tba  Attom«y  General  to  carry  out  a  certificate 
of  review  proceea  exempting  eligible  medical  facilitiea  from  the  application  of  certain 
antitrust  laws. 

H  (Hoagtod) 

A  bill  to  provide  for  the  simplification  of  health  payor  forms. 

H3.101  (Bangel) 

A  bill  to  improve  accase  to  health  insurance  and  contain  health  care  coats,  and  for  other 
purposes. 

HAISS  (CoUina) 

A  bill  to  amend  the  Social  Security  Act  to  protect  consumers  through  the  establishment 
of  standards  for  long<term  care  insurance  policies. 

H^144  (Cox,  C.) 

A  bill  to  reform  the  health  care  system  by  restoring  the  full  tax  deductibility  of  medical 
expenses;  eliminating  incentives  for  abusive  litigation  against  hospitals,  doctors,  nurses, 
and  health  care  providers;  eboliibing  noneconomic  damages  in  medical  care  liability 
actions;  and  redirecting  punitive  damages  to  community  hospitals  that  care  for  the 
indigent. 

HA.160  (Haatart) 

A  bill  to  amend  the  Internal  lUvenue  Code  of  1986  to  improve  access  to  health  care,  and 
for  other  purpoaaa. 

HJEL191  (G«kaa> 

A  bill  to  reform  the  United  States  health  care  delivery  and  financing  system,  to  increase 
access  to  health  care  and  affordable  health  insurance,  to  contain  costs  of  health  care  in 
a  mannsr  that  improves  health  care,  and  for  other  purposes. 

HJl.193  (Gundanon) 

A  lull  to  provide  for  improvements  to  the  health  of  fisrm  families,  and  for  other  purpoees. 
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HJLIM  (Houghton) 

A  bill  to  provide  improved  acctm  to  bttlth  c*re,  And  for  other  purpoMt. 

H  JL200  (StarlO 

A  bill  to  Mtablith  the  fr«in«woi^  for  «  health  care  •yttem  that  will  bring  about  univeraal 
accaaa  to  aflbrdable,  quality  health  care  by  ooDtainiDC  the  growth  in  health  can  ooete 
throush  a  national  health  budget,  managed  competition,  and  other  meana,  by  improving 
acoeas  to  and  aimplifyiog  the  adminietration  of  health  inauranoe,  fay  datarring  and 
proaecuting  health  care  fraud  and  abuae,  by  expanding  beneGta  under  the  Ifedicara 
program,  by  expanding  eligibility  and  increaaing  payment  levels  under  the  Medioud 
program,  and  by  making  health  inaurance  available  to  all  children. 

HJL237  (LaBoooo) 

A  bill  to  increaae  acceae  to  health  care  acrricee  for  individuals  in  rural  areaa,  and  for  other 
purpoaee. 

H  JL257  (Ntml  8.) 

A  bill  to  eatabliah  a  Health  Care  Crisis  Policy  Commiasion. 

HJ084  (McCandleaa) 

A  bill  to  amend  the  Internal  Revenue  Code  of  1986  to  rcatore  the  deduction  for  health 
inaurance  coeta  of  self-employed  individuals  for  an  indefinite  period,  and  to  incr«aae  the 
amount  of  euch  deduction. 

HJS^Se  (Morella) 

A  bill  to  amend  the  Public  Health  Service  Act  to  faciliUte  the  entering  into  of  cooperative 
agreementa  between  hospitals  for  the  purpose  of  enabling  euch  hoapitala  to  ehare 
expensive  medical  or  high  technology  equipment  or  servicas,  and  for  other  purpoaee. 

H  JL403  (Solomon) 

A  bill  to  amend  the  Internal  Revenue  Code  of  1986  to  allow  health  insurance  premiums 
to  be  fully  deductible  to  the  extent  not  in  excess  of  ^,000. 

HJL43S  (Wyden) 

A  bill  to  amend  title  XDC  of  the  Social  Security  Act  to  eatabliah  Federal  etaodards  for 
long-term  care  inaurance  policies. 

HJL474  (Panetta) 

A  bill  to  amend  title  XDC  of  the  Social  Security  Act  to  require  the  coverage  of  hospice  care 
under  Medicaid  plans. 

H  JL577  (Bereuter) 

A  bill  to  amend  the  Internal  Revenue  Code  of  1986  to  increase  and  make  permanent  the 
deduction  for  the  health  insurance  coats  of  self-employed  individuals. 

HJLe71  (Dnrbin) 

A  bill  to  establish  a  National  Commiasion  on  Health  Care  Fraud  and  Abuae. 

HJft.e79  (Holden) 

A  bill  to  reatore  and  increaae  the  deduction  for  the  health  insurance  coats  of  self-amplqyed 
individuala. 

H  JL72S  (Ifachtley) 

A  bill  to  amend  title  XDC  of  the  Social  Security  Act  to  create  a  new  part  under  such  title 
to  provide  acceaa  to  services  for  medically  underserved  populations  not  currently  served 
by  federally  qualified  health  cenUrs,  by  providing  funds  for  a  new  program  to  allow 
federally  qualifled  health  centers  and  other  qualifying  entities  to  expand  such  centers'  and 
entitiea*  capacity  and  to  develop  additional  oantars. 

H  JL7S7  (Matani) 

A  bill  to  amend  the  Internal  Revenue  Code  of  1986  and  the  Social  Security  Act  to  provide 
for  health  insurance  coverage  for  pregnant  women  and  children  throu^  employment- 
baaed  insurance  and  through  a  Suta-baaed  health  plan. 
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HJi316  (Bamtt,  B.) 

A  bill  to  ajMod  tb«  Internal  RaveDue  Code  of  1986  to  rMtore  aixi  inrriMf  tax  daduction 
for  tha  baalth  ixmmDct  eoate  of  aalf-ampbyad  individuaJa. 

(GUckman) 

A  bill  to  prorida  for  eomprtbanaiTa  baalth  cara  accaaa  ai^taoaioD  aztd  coat  control  throu^ 
raform  and  ainpUfication  of  privata  baalth  cart  inaurmnca  and  othar  maana. 

HJLSM  (Hntchinaoti) 

A  bill  to  amand  tba  Intamal  Ravtnua  Coda  of  19M  to  raatora  and  ixKreaaa  the  deduction 
for  tba  baalth  izMuranea  coata  of  aalf-amployad  indiTiduala. 

HJLMS  (BowlMd,  J.) 

A  bill  to  require  the  Sacretaiy  of  Health  and  Human  Servicea  to  aubmit  to  tba  Congreaa 
a  propoaal  for  the  regulation  of  lon(-tem  cara  insxiraoca  polidea,  including  an  analyaia 
and  evaluation  of  aucb  policiea  ae  are  available  to  indiriduala,  and  to  amend  the  Internal 
Revenue  Code  of  1986  to  allow  tax-free  diatributiona  from  individual  retirement  accounta 
for  the  purchaae  of  long-term  care  inauranoe  coverage  by  individuala  who  have  attained 
age  59  1^2. 

HJt91S  (PetcnoB,  C.) 

A  bill  to  amend  the  Internal  Revenue  Code  of  1986  to  repeal  the  limitation  on  paaaive 
activity  loaaea  and  credita,  provide  an  accelerated  depreciation  achedule  for  real  aatate, 
reatore  the  invaatment  tax  credit^  allow  a  deduction  for  certain  capital  gaina,  raatore  and 
incraaae  the  deduction  for  health  insurance  coata  of  aelf-emploj^  individuala,  reatore 
income  averaging,  and  reduce  aocial  aecurity  taxaa  and  remova  the  ceiling  on  wagea  aubject 
to  aucb  taxaa. 

HJLM6  (Dicka) 

A  bill  to  amend  the  Public  Health  Service  Act  and  the  Social  Security  Act  to  Incraaae  the 
availability  of  primary  and  preventive  baalth  care,  and  for  other  purpoaea. 

HJLI038  (Byrne) 

A  bill  to  direct  the  Secretary  of  Health  and  Human  Servicea  to  provide  Federal  minimum 
ttandarda  for  health  insurance  for  the  elderly,  and  to  amend  title  XVIH  of  the  Social 
Security  Act  for  the  purpoae  of  directing  the  Secretary  to  atudy  metboda  of  further 
improving  the  regulation  of  health  inaurance  for  the  elderly  and  to  evaluate  metboda  by 
which  the  Uedicara  program  cotild  more  fuUy  meet  the  health  inauranea  naada  of  the 
elderly. 

HJLllSO  (Santorum) 

A  bill  to  enable  the  Secretary  of  Health  and  Human  Servicea  to  carry  out  activitiea  to 
reduce  waata  and  fraud  under  the  Medicare  program. 

HJl.1176  (Fomeroy) 

A  bill  to  amend  chapter  17  of  title  38,  United  Sutaa  Code,  to  aetabliah  a  program  of  rural 
baalth-cara  dinica,  and  for  other  purpoaea. 

HJLISOO  (McDMUOtt) 

A  bill  to  provide  for  health  care  for  every  American  and  to  control  the  coat  of  the  baalth 
cara  ayatem. 


LaffialatloB  Introdnoad  In  tba  Senata 

S.18  (SjMcter) 

A  bill  to  provide  improved  accaae  to  health  care,  enhance  informed  indivi<tual  choice 
regarding  health  care  aervicea,  lower  health  care  coata  throuj^  the  uae  of  appropriate 
providera^  improve  the  quality  of  health  care,  improve  aceeae  to  long-term  care,  and  for 
othar  purpoaea. 

BM  (McCain) 

A  bill  to  improve  the  baalth  of  tba  Nation'i  children,  and  for  other  purpoaea. 
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S.1M  (H«Imf) 

A  bill  to  UMDd  the  IntenuU  R«Y«Due  Code  of  1986  to  allow  the  one-tiine  adiuion  or  gsin 
from  Md«  of  a  principal  rMidant  to  b«  takatx  bafor*  a^  56  if  tba  taxpi^ar  or  ikmily 
mambar  auflars  a  eataatropfaic  illnaaf. 

A  bUI  to  amaod  tha  Public  Haalth  Sarncc  Act  to  improra  tha  quality  of  lon^-tarm  cara 
ioauraDoa  tfarou^  tha  aatabliahmant  of  Fadaral  atandarda,  aiid  for  otbar  purpoata. 

SJtXS  (CohMi) 

A  bill  to  contain  baaltb  cara  coata  and  incraaaa  accaaf  to  affordabla  haalth  cara,  and  for 
othar  purpoaaa. 

aMKPiryor) 

A  bill  to  provide  incentivea  to  health  cara  providers  acrving  rural  areai,  to  provide  franta 
to  county  haalth  dapartmenta  providing  pravantative  health  aervicaa  within  rural  areaa, 
to  aatablifh  SUta  Haalth  Sarvica  Corpa  damonatration  prcgacta,  and  for  otbar  purpoaae. 

8JS»5  (ff«aaab»ma) 

A  bill  to  provide  for  comprehenaiva  health  cara  accaaa  axpaniion  and  coat  control  through 
rafonn  and  aimplifleation  of  privmta  health  cara  inauranca  and  othar  maau. 

(Bauooa) 

A  bill  to  amend  the  Internal  Rcranue  Code  of  1966  to  extend  for  6  raontha  tha  daductioa 
for  health  inauranca  coata  ofaalf-amplcyad  tndividuala. 

S.MO  (Dorfaa) 

A  bUl  to  amend  tha  InUmal  Revenue  Code  of  1966  to  ai:tend  the  deduction  for  health 
inauranca  coata  of  aelf*«mp!oyad  individuala  for  an  indaCnita  period,  and  to  inrreMe  tha 
amount  of  eudi  daductiocL 

8^1  (Da«cU«) 

A  bill  to  amend  the  Internal  Revenue  Code  of  1986  to  make  permanent,  and  to  incraaaa 
to  100  percent,  tha  deduction  of  aalf -employed  individuala  for  health  inauranoe  coata. 

B,<a  (Coiirad) 

A  bUl  to  amend  chapter  17  of  title  38,  United  SUtee  Code,  to  eetabliah  a  program  of  rural 
healthcare  elinict,  and  for  othar  purpoaae. 

S.491  (Wellatone) 

A  bill  to  provide  haalth  care  for  every  American  and  to  control  tha  coat  of  tha  haalth  cara 
iystam. 

8.493  (CohMi) 

A  bill  to  amend  the  Public  Health  Service  Act  to  fadliUte  the  entering  into  of  cooperative 
agreements  between  hoapitals  for  the  purpose  of  enabling  euch  hospitals  to  ahara 
ezpanatva  medical  or  high  technology  equipment  or  aervicea,  and  for  other  purpoaaa. 

8^71  (DnrMibersiar) 

A  bill  to  amend  the  Internal  Revenue  Code  of  1986  to  permanently  incraaae  the  deductible 
health  inauranca  coata  for  aalf-amployad  izHlividuals. 

SJS7%  (Durenberger) 

A  bill  to  amend  the  Internal  Revenue  Code  of  1986  to  make  permanent  the  deduction  for 
haalth  insurance  coata  for  self-amployed  individuals. 
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OBGANIZATIONS 

Th«rt  mr*  many  orfuuMtiooa  int«rMt«d  in  hMlth  can  reform.  Som«  orgftmiatioDa  may 
1M>  abit  to  provida  information  fay  corTatpODtknea  or  a  Uat  of  pufalicationi  available  for  aaje. 
The  lift  of  bookf  which  follows  is  a  aelsetion  of  the  maoy  arailable  guidee  to  organisatione. 

1993  Handbook:  a  directory  of  healthcare  maetiopandconventions.  Atlanta,  Ga.,  Healthcare 
Convention  A  Exhibitore  Aaaociation,  1992.  Slat  edition.  385  p. 

Clearingbouee  directory,  a  1991-92  guide  to  information  clearin^ioueee  and  their  reeources, 
eervicea,  and  publications.  First  edition.  Detroit,  Gale  Research,  1991. 

Detwiler  directory  of  medical  market  aourcee.  Warsaw,  Ind.,  SM.  Detwiler  A  Associates,  Inc., 
1992.  204  p. 

EncycIopediaofgovenuDsntal  advisory  orgsnizations,  1992-93.  8th  edition.  Detroit,  MI,  Gale 
Research  Co.,  1992.  2  v. 

Use  the  name  and  k^word  index  in  Volume  1,  Part  3. 

'A  reference  guide  to  approximately  5,000  permanent,  continuing,  and  ad  hoc  US. 
presidential  advisory  committee*,  congressional  advisory  committees,  and  other  agenciee.* 

Health  &  medical  care  directory.  Niagara  Palle,  N.Y.,  Yellow  Pages  of  America,  Inc.,  1992. 
676  p. 

The  national  yellow  pagee  directory  of  organizations  providing  goods  and  servicee 
to  the  American  health  care  industry.* 

The  Health  care  500:  a  complete  guide  to  the  most  influential  health  policy  makera  in  the  in 
the  United  Sutes,  1991.  N.Y.,  Faulkner  &  Gray,  Inc^  1991.  1  v. 

Document  brinp  together  information  about  the  moet  influential  people  at  the 
national,  state,  and  local  government  level,  in  t>  e  eprawling  health  care  industry,  and  in 
the  academic  and  rssearch  institutions  across  -.ne  country.* 

Health  groups  in  Washington:  a  directory.  New  York,  National  Health  Council,  Inc.,  1992. 
(Government  relations  handbook  series) 

Msdical  &  health  information  directory,  1992-93.  Detroit,  MI,  Gale  Research  Co.,  1992.  3  v. 

National  heslth  directory,  1992.  Gaithersburg,  MD,  An  Aspen  Publication,  1992.  643  p. 

*Complete  directory,  including  names,  titles,  addresses  and  telephone  numbers  of 
more  than  11,500  'key  information  sources*  on  health  programs  and  Isolation.* 
The  1993  edition  will  be  available  in  July. 

Public  policy  and  Catholic  healthcare  orgsnixations:  action  eteps  for  effective  grassroots 
advocacy.  St.  Louis,  MO.  Catholic  Health  Association  of  the  United  Sutas,  1989.  64  p. 

Washington  information  directory,  1992-93.  Washington,  Congressional  Quarterly.  1118  p. 

Thit  directory,  which  is  updated  yearly,  lists  both  govettmienta]  and 
DOngovemmental  organizations  with  headquarters  or  branch  ofTices  in  Washington,  D.C. 

Washington  repreaentatives;  who  does  what  for  whom  in  the  nation 'e  capital,  1992.  Sixteenth 
edition.  Washington,  Columbia  Books,  Inc.,  1993. 

*A  compilation  of  Washington  repreeentatives  of  the  m^or  national  associations, 
labor  unions  and  U.S.  companies,  registered  foreign  agents,  lobbyists,  lawyers,  law  firms 
and  special  interest  groups,  together  with  their  clients  and  areas  of  le^Iative  and 
regulatory  concern.* 
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SoiM  aaaplM  of  iht  groupt  tbtt  ar*  tnUrtttod  in  hMlth  c«r«  nfonn  an: 
AFIrOO,  815  16th  St  N.W,,  WMhiogton,  D.C.  20006 

AoMrican  Academy  of  Family  Phyiiciaiu  (AAFP),  2021  Uaaa,  Ave.  N.W.,  Washington,  D.C. 
20036 

American  AModation  of  Nuraea  (ANA),  2420  Perahing  Road,  Kanaaa  City,  MO  64108 

American  Aseociation  of  Retired  Peraona  CAARP),  Health  Care  Campaign,  1909  K  St. 
N.W.,  Washington,  20049 

American  Dental  Aaeociation,  1111  14th  St  N.W.,  Washington,  D.C.  20006 

American  Hospital  Association  (AHA),  840  N.  Lake  Shore  Dr.,  Cu  cago,  IL  60611 

American  Medical  Association  (AMA),  615  North  SUte  St,  Chicago,  IL  60610 

American  Pharmaceutical  Association,  2216  Constitution  Ave.  N.W.,  Washington,  D.C. 
20037 

BIueCross/BlueShield  Association,  Metropolitan  Square,  665  15th  St.  N.W.,  Suite  350, 
Washington,  D.C.  20005 

Committee  for  National  Health  Insurance  (CNHD,  1757  N.  St  N.W.,  Washington,  D.C. 
20036 

Employee  Benefit  Research  Institute  (EBRD,  2121  K  St,  N.W.,  Suite  600,  Washington, 
D.C.  20037 

Familiee,  UjSA.,  1334  G  St.  N.W.,  Washington,  D.C.  20005 

Federation  of  American  Health  Systems,  1111  19th  St  N.W.,  Washington,  D.C.  20036 

Group  Health  Association  of  America,  Inc.  (GHAA),  1129  20th  St.  N.W.,  Suite  600, 
Washington  20036 

Health  Insurance  Association  of  America  (HIAA),  1025  Connecticut  Ave.  N.W., 
Washington,  20036 

Healthcare  Leadership  Council,  1500  K  St.  N.W.,  #350,  Washington,  D.C.  20005 

Intergoverr  nental  Health  Policy  Project  (IHHP),  2011  Eye  St.  N.W,,  Washington,  D.C. 
20006 

Kaiser  Family  Foundation,  2400  Sand  Hill  Road,  Menio  Park,  CA  94025 

National  Association  of  Counties,  440  1st  St.  N.W.,  Washington,  D.C.  20001 

National  Association  of  Health  Underwriters  (NAHU),  1000  Connecticut  Ave.  N.W., 
Washington.  D.C.  20036 

National  Association  of  State  Mental  Health  Program  Directors,  66  Canal  Center  Plaza, 
Suite  302,  Alexandria,  VA  22314 

National  Federation  of  Independent  Business,  600  Maryland  Ave.  S.W.,  Suite  700, 
Washington.  D.C.  20024 

National  Health  Policy  Forum  (NHPF),  2011  Eye  St.  N.W,,  Washington,  D.C.  20006 

National  Governors'  Association,  444  N.  Capitol  St.  N.W.,  Washington,  D.C.  20001 

National  Leadership  Coalition  for  Health  Care  Reform,  655  13th  St  N.W.,  Washington, 


D.C.  20004 
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Adolescent  Health.  Volume  3:  Crosscutting  Issues  in  the  Deliverv  of 
Services.    UcZude,  ^,ltion6  on:  lllull 

6<.ruinCAjU  accu6  to  health  6eAvic<L6;  <iiuw  in  the  deJUv^ol 

utuXed  Stouten  aJot^6cznt&.    1991:    312  p.;  m.  ^ 

y  3.T  22/2:2  Ad  7/2/V.3     "       's/N  052-003-01236-7  $13.00 
Insurance  Make  a  Difference?.  Background  Paper. 

wu/i  axice^A  ^0  ami  thz  mz  oi  hzatOi  azAvicza,  ami  uUxh  Mvldull 
hzaZXh  otUajim^.    1992:    90  p.;  ill.  t»«^v-wu««. 

y  3.T  22/2:2  H  34/6    *  s/N  052-003-01301-1  5.00 
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^^uj^on  oi  actcv<ty  daz  to  chronic  comLUioM,  Kii^VUcZzd- 
aoXLyjUAi  dasih,  KZ^pondznt-a66Z66ed  hmlXii  6taJbjJ.\  chuhiSlT rnn^ 

cond<.Uon6,  ami  p^zvalzncz  oi  ctvion^  ccmLLdom     1991-    72  n 

HE  20.6209:10/179  s/N  017:622-01li7-6  4.OO 

_E valuation  of  the  Oregon  Medicaid  Proposal.    Examinza  OKzoon'i 

6UAed  POM  pzoptz  6houM  havz  pabticly  iamizd  kiuth  coaz  cov^qz- 

^ZTilt       'T."^'  f^^r^eViio^uTl^^l^Z^ 
thftou^h  a  comb4,ruU/.on  oi  ttoo  mzchinlsmi. .    1992:    335  p.;  iiii7 

S/N  052-003-01297-9  17.00 
Guide  to  Health  Insurance  for  People  With  Medicare:  1993. 

X^  TJ^du^."^  ''^.'^^oPP^'^d  ioK  pUvaXz  h£uh  irZu^z; 
50  JSet"?^^  Me^gap  .n.u^»:ce  pUna.    SotA  in  ^kagz.  oi 
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 Health  Benefits  and  the  Horkfofce.    ?/LOvidt&  ^i^tzzn  itudie^  on 

thz  wptotfnznt  and  htatXh  ^uiAu^uince       iifmi  and  vWikiAA,  nonctoru.Kg 
heaZth  imumnct  mxAkit  pAa.cticti  and  6ta;tc&  tzgiiZativz  activ-Uiu, 
and  mod^ting  thz  jmpacX  oi  attVinaZlyjz  KZionm  pfLopoioti.  1992: 
279  p.;  ill. 

L  1.2:H  34/6  S/N  029-000-00442-1  $14.00 

 Health  Care  Financing  Review.    (Quarterly  and  Annual  Issue.) 

ContOAjfii  oAticZzA  fielntinq  to  hejotUi  coaz  liinancyLnq.  Subscription 
price:  Domestic  -  $19.00  a  year;'Foreign  -  $23.75  "a  year.  Single 
copy  price:  Domestic  -  $11.00  a  copy;  Foreign  -  $13.75  a  copy. 
Annual  Issue:  Domestic  -  $6.50  a  copy;  Foreign  -  $8.12  a  copy. 
File  Code  2Q.    List  ID  HFRQ. 

HE  22.18:  S/N  717-011-00000-7 

 Health  Care  Financing  Status  Report:  Research  and  Demonstrations 

in  Health  Care.  1992.    1993:  185  p. 

HE  22.16/2:992  VLP  18  S/N  017-060-00555-6  11.00 

 Health  Care  in  Rural  America.    K&6Z66Z6  thz  iptcUat  pfioblzmi  in 

ddLi\)ZAAj\.Q  hejotth  cxviz  In  AxiAot  amcu.    TheiC  pAobtomi  incXudz'- 
/lecAocting  and  AzXiUning  hoipitat  pzAionntt;  di^iiaUXy  Zn  pfio- 
viding  mexUcat  izdinologie^  thaX  aA.z  cotmonty  a\jcUXa.btz  -in  uAban 
o/ieoA;  and  a  fizpoKtzd  -uxcazjuz  In  nuAaJt  hoipltat  cZo6ua.z&.  1990: 
567  p.;  ill. 

Y  3.T  22/2:2  H  34/5  S/N  052-003-01205-7  22.00 

 Health  Care  Resource  Book.  December  20,  1991.    JncZudz^  6ZcXion6 

on:  hzattn  coAz  zxpzndUuAZS;  hzjodUh  in6una.ncz;  and  acczsi  and 
outcomz^.     1991:  133  p.;  ill.  revised  ed. 

Y  4.W  36: WHOP  102-31  S/N  052-070-06788-8  6.00 

 Health  Insurance  Coverage:  1987-1990.    P^cicnta  quoAX&nZy  zAtanatz^ 

oi  thz  exiCJit  and  typz  oi  hzatth  in6ivtajicz  coveAagz  [and  thz 
dvaAn.cXzfU^tic6  0(J  tho6Z  who  tuckzd  in&uAancz]  ^lom  ihz  i-Oni 
qujOA^ZA  oi  1969  to  thz  iowUh  qiUWtZA  oi  kUo  cxaniineA  thz 

zxZznt  to  which  pzofxtc  oaz  covzAZd  by  hzaXXh  iMuAancz  ovzA  a  2i' 
month  pzxiod  bzginning  in  OcXobzA  19S6.    1992:    44  p.;  ill. 

S/N  803-044-00017-1  3.00 

 Health  Status  of  Minorities  and  Low-Income  Groups.  Jnctudz^ 

6ZCtioni>  on:  viXaZ  6tatl6>ti(i6;  pAZvZJVtion;  Azpfiodactivz  hzaJLUi; 
ch/ionic  and  acutz  di&ZjCUZ  condctionS;  injuAizj,;  human  ImunodZ" 
iicizncy  vifuis  in^zction;  dzntat  hzjoWi;  mzntal  hzaJUh;  hzaJUh 
oi  oldzfi  Amzxican6;  tUiJU.zation  oi  hzatth  iZAviczs;  and  hzattJi 
in6unancz  aovzAagz  and  hzjotth  coaz  zxpznditufits .    1991:    380  p.;  ill. 

HE  2D.9302:M  66/3/991  S/N  017-000-00257-1  18.00 

 Health.  United  States.  1991,  and  Prevention  Profile,    pfiovidz^  US 

dzXailzd  tabtzz  on:  hzatUi  6tatti&  and  dztzAminJint& ;  aiz  oi  hzjotth 
KZ^ouAcz^}  hzaXXh  coaz  At&ouAcz^:  and  hzaZth  coaz  zxpzndituAZ^ . 
1992:    347  p.;  ill. 

HE  20.6223:991  S/N  017-022-01156-5  18.00 

 ^Healthy  People  2000:  National  Health  Promotion  and  Disease  Prevention 

Objectives,  Full  Report,  With  Comnentary.    Contain6  a  natioruU 
itAotzgy  ion  iigniiicantty  impfioving  thz  hzatth  oi  thz  UaXion  by 
thz  yzoA  2000.  VI&cijl66ZS  thz  pfizvzntion  oi  majon.  chfionic  iJUnzs6Z4^, 
injufUz^^,  and  in^zctious  duza&Z6.    1991:    702  p.;  ill. 

HE  20.2:0  63/8/report  S/N  017-001-00474-0  31.00 

  Sumary  to  the  above.    1991:    164  p.;  ill. 

HE  20.2:0  63/8  S/N  017-001-00473-1  9.00 
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 Locating  Resources  for  Healthy  People  2000  Health  Promotion  Projects. 

UAt6  pfL-ivatz  on.ganizationi^  pabtixi  agenc/cw,  and  in^onincuUon 

fiUouAcu  thaX  can  pfiovidt  kuouacu  to  hzlp  acfUzvz  thz  goats 

"HfuUXhy  Pzoplz  ZOOO."  kUo  indadzA  a.  tut      acAotKpni,  a.  gtoaoAy, 

a  bibtiogiaphy,  and  a  ionptz  gfumt  appticajtion  io^.  1991: 

60  p.;  111.     HE  20.2:H  34/22  S/N  017-001-00477-4         $  3.25 

 ^President's  Comprehensive  Health  Reform  Program,  February  6,  1992. 

PfiZ6znti  PAuldznt  Biuh*6  ptAn  ioK  compfizhtn6ivt  heaUii  coaz  fiZiofun.' 
Thz  plan       a  compfizhzmivz,  noAkzi-boizd  nzionm  tiiat  btUZdi,  on 
thz  6tn,zjigth!>  oi  oua  cuAJiznt  6y6tzm  to  pxovldz  acczAi  to  aHoidabtz 
hzaltfi  in6u;iaiicz  ^on.  all  AmvUcank."    1992:    96  p.;  ill. 

Pr  41.2:H  34  S/N  041-001-00369-0  5.00 

 Report  on  H.R.  5502,  Health  Care  Cost  Containment  and  Reform  Act 

of  1992,  July  22.  1992.    Vl&cuiiZb  a  bUl  Mzh,  ii  U  faecomM  a 
taw,  would  pfio\jidz  ion  hzaZXh  coaz  coit  contoAjmznt,  kzatth  6y6t<imi^ 
KZio^,  zxpaMion  oi  hzatth  banzi-itA  and  otkzA  hzaZtli  irUtlcuUvz/> , 
and  amZ)uimznt6  to  thz  MedicoAZ  pnognam,    1992:    94  p. 

Y  4.W  36:WMCP  102-47  S/N  052-070-06817-5  3.25 

 Selected  Options  for  Expanding  Health  Insurance  Coverage.  KYvxJtyzz& 

two  majofL  oppfLoadiZA  ion  mbitantlaZZy  fLzdacing  tfiz  munfaea  oi  un- 
in&uAzd  pzoptz.    One  ujoutd  zxpand  cmptoym&nt'ba&zd  coverage,  tcfuXe 
thz  othzfi  wouZd  covz/L  monz  pzoptz  undzfL  Uzdicaid.    1991:    101  p. 

Y  10.2:H  34/4  S/N  052-070-06751-9  5.50 
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be  charged  to  your  Superintendent  of 
Documents  prepaid  deposit  account  with 
this  Office,  MasterCard  or  VISA.  If 
credit  card  is  used,  please  be  sure 
to  Include  its  date  of  expiration. 
Postage  stamps  are  not  acceptable. 

Please  Note  Supplies  of  Government  documents  are 

limited  and  prices  are  subject  to 
change  without  prior  notice. 
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